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There are any number of jobs in an accounting department 


that this new Burroughs can handle with greater ease, 
simplicity and economy owing to its speed and ease of 
operation ... and its exceptionally low price. In fact, many 
concerns find it both efficient and economical to use one of 


these remarkable machines on each desk. 


There are many styles and sizes, with either wide or narrow 
carriage, from which to select a machine exactly suited to 
the type of work for which it is required. 


For a demonstration ... or for complete information... 


telephone the local Burroughs office or write to the 


BURROUGHS ADDING MACHINE COMPANY— DETROIT, MICH. 


Burroughs 


AND IT PRINTS A 
CREDIT BALANCE 





TO SUBTRACT—Merely set up 
the amount on the keyboard and 
depress the minus motorbar. The 
amountis instantly subtracted, printed 
and designated by the symbol (—). 


TO ADD—Merely set up the 
amount on the keyboard and depress 
the plus motorbar. The amount is 
instantly added and printed. 


TO PRINT CR BALANCE— 
If the total of subtracted amounts is 
greater than the total of added 
amounts, the machine computes and 
prints the credit balance, automati- 
cally designating it (CR). 


EXCEPTIONALLY FAST 
FOR MULTIPLICATION 
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-LETTERS- 


A Charge to Meet Deposit Insurance 


Srrs: I am enclosing the article on service charges under the 
NRA. You will appreciate that the signing of the permanent 
banking code makes this article particularly timely. 

While I was working on it the other day, I dashed off a para- 
graph on the idea of banks making a very small charge each 
month, graduated as to size of balance, with which to reimburse 
themselves for the risk assumed on account of assessments they 
mav be called upon to pay on deposit insurance. I believe you 
will agree with me, however, that I have enough material in the 
article without adding that idea to it. Nevertheless the thought 
is timely and one deserving of serious consideration by all bankers. 

For instance, were a bank to make a charge of, say 50 cents 
per month for the insurance risk on accounts between $700 and 
$1,500, and a charge of, say, $1.00 per month on all accounts in 
excess of $1,500, I believe that but few depositors would reduce 
their deposits from $1,500 and upward down to below $700 for 
the sole purpose of saving the small charge of 50 cents due to that 
reduction. On the other hand, the income received from the 
insurance charge would most decidedly outweigh many times the 
penalty of the small decline in the deposits of the few depositors 
that might cut down their balances. 

Leo D. KE ty, Vice-president, 
Mercantile-Commerce Bank and Trust Company, 
Saint Louis, Missouri 
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Si Senor! “One of the Best’ 


Sirs: An official of the International Telephone and Tele- 
graph System has made known to me the name and address of 
your magazine as one of the best published in the United States 
on banking and business management matters. I therefore ask 
you to have the goodness to let me know your subscription rates, 
sending me if possible an issue so that I can consider its contents, 
and informing me at the same time its cost, so that I can forward 

| you payment in the form desired. 
ANGEL A. SANz, General Vice-treasurer, 
Cia. Telefonica Nacional de Espana, Avenida Pi y Margall, 2, 
Madrid, Spain 
 ¢ 
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) A Service to Readers 


Stirs: We have already received more than 100 requests 
for the Railroad Year Book as a result of the mention of it in the 
September issue of The Burroughs Clearing House. These requests 

= from all over the country and we continue to receive them 
) daily. 
J. M. FirzGeracp, Vice-chairman, 
Committee on Public Relations of the Eastern Railroads, 
New York City 
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We Comply With Your Request, Mr. Examiner! 


Sirs: For the last two years I have been reading and preserv- 
ing every copy of your valuable magazine. Naturally, I have 
become quite used to it, and, not having received either your 
September or October numbers, I miss it very much. 

Would you please be good enough to see what you can do, so 
that I will continue to be among the faithful readers of your 
interesting and educational publication? Should there be any 
expense involved, please do not hesitate to notify me. 


HeNrY W. GREDEL, State Bank Examiner, 
Lynbrook, Long Island, New York 
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The Voice of a Bank Director 


Strs: I wish to express my sincere appreciation of your 
kindness in placing my name on the mailing list for The Burroughs 
Clearing House. I have had opportunity occasionally in the past 
to see copies of this publication and have been very much im- 
pressed with its fine construction. I am very happy to be included 
among those who are favored with it. 

RoBert J. SCHMUNK, President, 
The R. J. Schmunk Company, Hudson-Essex Dealers, 
Cleveland, Ohio 
(Director of Central United National Bank, Cleveland, Ohio.) 
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Keystone Photo 


T seems to me that a great deal of 
the commotion which has been 
whipped up in the news has had 
very little substance to it. Official 


) pronouncements from Washington have 

/ urged that the banks of the country do their part 
to relax any undue restrictions on commercial credit 
/ and to give constructive aid to the national recovery 


program. These statements have been unforced, and as I 
interpret them have contained neither untoward urgency 
nor threats. They have been simple statements by the 


) administration of the part that it wishes the banks to take 
| In the broad national program. 


As such they might not be front page news. So it has 
een perhaps understandable that some of the newspapers 
should tend to interpret them as symptoms of a big, basic 
Struggle between the bankers and the administration. 


ri 


Credit must be made avail- 
able to all classes of our 
citizens if business is to be 
established on a permanent, 
workable basis. 


Franklin D. Roosevelt 


lita BANKER 


in the 


RECOVERY PARADE 


by P. D. HOUSTON 


Chairman of the Board, 
American National Bank, Nashville, Tenn. 


That is major news—or would be if 
it were altogether founded on fact. 

The unsensational fact is that as a 
class the banks of this country have 
been going along with the administration 
admirably. They began on the program even before it was 
a program, for it has been good banking under present 
conditions to conduct the affairs of a sound bank in the 
manner that fits exactly with the administration’s pro- 
gram. These financial conditions arose some months 
ago, and subsequent developments have all been in the 
direction of naturally knitting the banks’ interests still 
more closely into harmony with the Washington plans for 
business revival. 

Most of the banks have been doing exactly what they 
are being asked to, and began doing it before they were 
asked. Not every bank, of course. Isolated institutions 
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have persisted in policies which run 
counter to the recovery program and 
which, in the opinion of most bankers, 
likewise run counter to the best 
interests of these institutions them- 
selves. In some few districts there has 
been an inexplicable reluctance to loan 
freely, a reluctance apparently shared 
by the major institutions of these 
communities. But while some of these 
institutions and communities are im- 
portant, they are few and in the grand 
total of American banking they are by 
no means dominant. 

From my observations in our part of 
the country —and from what bankers 
from other parts of the country tell me 
of their neighborhoods, most of the 
banks are steadily relaxing their credit 
requirements. This has, as already 
intimated, come naturally in response 
to general business developments. And 
this is fortunate. When a banking 
development comes naturally, it is 
likely to be both sound and successful. 
When it is forced and unnatural, it is 
likely to be unsound and of short 
duration. If the artificial to-do about a 
clash of views between government and 
banking were actual fact, and if then 
the government view were to prevail, 
it might be expected to end up either 
as a catastrophe or by merely going 
flat. For bankers, after all, are usually 
pretty fair judges of what is sound 
loaning policy at a given time. And if 
they went contrary to their judgment 
in response to outside pressure, the 
results might not be so good. 

So much for generalities. After all, 
my experience is principally in my 
home territory and in my own bank, 
the American National Bank of Nash- 
ville. I am on really safe ground only 
so long as I confine my statements to 
these operations which have taken 
place where I could see them and know 
what they were all about. 


At no time within the past year have 
we turned down a legitimate com- 


mercial loan. If an applicant could 
qualify for his loan on the ordinary 
grounds of character, financial condi- 
tion, and prospects for repayment, he 
has walked out of our bank with the 
money or the line that he requested. 
If we felt he was asking for too much, 
we gave him what we felt he was justi- 
fied in having. And these decisions 
have in no sense been influenced by an 
unwillingness to part with the money. 
The reason? Let me answer by asking 
another question: Where else than in 
a commercial loan can a bank today 
properly employ its money at 5 per 
cent or 6 per cent? If you know any 
other good methods of using the surplus 
funds which clutter up every good-sized 
bank today, I hope you will let me 
know at once. 

There is no disagreement in opinion 
that the best element of a credit risk is 


the character of the maker of the note. 
Our principal tests of whether we will 
make a loan today are whether it 
will be repaid and whether making it will 
benefit the trade territory in which we 
operate. If it can qualify under these 
two headings, it is cheerfully and 
promptly made. I think that the same 
policy is followed by most of the 
Nashville banks, and that it is rather 
generally accepted as good practice 
throughout the country. 

Even though the major benefit of 
the money thus released into commerce 
goes out of our territory, it is enough 
for us that some small share of it stays 
hereabouts. For instance, Nashville 
happens to be a large grain marketing 
center for the entire Southeast. The 
amount of grain raised in our territory 
is negligible, but the 
grain dealers are in 
Nashville. At the 
present moment we 
have outstanding a 
large volume of 
grain loans to ele- 
vators and dealers 
all through our terri- 
tory. These are good 
loans by all banking 
standards. To be 
sure, the bulk of the 
cash goes out of our 
territory, into Illi- 
nois, Iowa, Texas, 
and elsewhere. But 
since these rather 
substantial loan 
totals bring a moder- 
ate increment of 
profit into our part 
of the world, we are 
delighted to make 
them. Many of them, 


Banking was well repre- 
sented in New York 
City’s ten-hour-long 
NRA parade. Here area 
few of the city’s bank 
groups with their banners 
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incidentally, are to non-customers who F 


are either without adequate local bank- 


ing facilities in their towns or who 7 


have no local banks open for business. 


"THIS it strikes us, is exactly the sort a 


of thing the N RA folks are asking 
for, at least, as respects the particular 
line of business. Closely related are the 
tobacco loans, which come to us in 
late autumn and early winter. 


considerable capital and no state- 
ment which would make its paper 
eligible for rediscount, will have with 
us a line of $50,000 


Many | 
a little tobacco warehouse, with no | 
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or $150,000. 


Nor are these loans against warehouse |~ 
receipts. They are open credits, based 7 
on our knowledge that the men who | 


run the warehouses are honest. 
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™ pay the farmers cash for the tobacco 
1k- |} purchased by tobacco manufacturers. 
ho |} Upon receipt at the factory, which is 
SS. |} usually within ten days after the 
4 tobacco has been out of their ware- 
ort | houses, checks are sent them from 
ing |) Winston-Salem and New York and 
lar (} Richmond. This is a revolving fund. 
the |) We know that at the end of the season 
in 4 they will all clean up their notes and 
any |) hibernate until the following year. 
no a Whether they carry accounts with us 
ate- |) js of minor importance, and whether 
per | they carry substantial year-round bal- 
vith |) ances is of no importance. The point 
)00. is that by using our money they can 
use |) earn a profit, and that by loaning them 
used |) the money we can earn a profit. And of 
who | course this all goes to keep the wheels 
‘hey | of commerce and industry moving. 


I might cite dozens of other typical 
loans that we make, not only on agri- 
cultural products but also on straight 
out-and-out industrial projects. It is 
almost typical of today’s loan requests 
that they have a flavor of capital loan 
as well as of straight commercial loan. 
For instance, I recall a dozen applica- 
tions within the past few weeks from 
manufacturers who have been shut 
down or almost shut down for two or 
three years. Now they can get, or 
> frequently they actually have, some 
© good, profitable orders. But if they 
) are to make money on this business 
‘) they require not only the funds with 
) which to buy materials and manu- 
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This graph shows the trends of both 
general business and bank credit from 
1919 to date. It is notable that bank 
credit today is at the lowest point in the 
fourteen-year period 












facture them and carry the resultant 
accounts receivable, but also they must 
have some money with which to replace 
machinery which has become obsolete 
during the depression years. Perhaps 
they have followed, through sheer 
necessity, the common practice of 
stripping parts and belts and motors 
from idle machines to avoid spending 
cash to maintain the few machines 
which they have been using since 1930. 
Now they face the day of reckoning, 
and must spend some capital funds — 
which they do not possess—in order 
to take advantage of the business that 
has come their way. 


OF a dozen such applications that 

came to us recently and that I can 
recall, 1 suppose we made the loans to 
eight. These were concerns which 
could definitely show us, by something 
more than their optimistic hopes, how 
they could repay us on a definite 
schedule and eventually clean up 
within a reasonable period. Admit- 
tedly, capital loans of all kinds are 
theoretically taboo in good banking. 
But these are unique times, and it 
appeals to us as far better banking to 
make such loans when they can be 
counted on for reasonably prompt 
liquidation than to refuse them and 
let this business perhaps pass alto- 
gether out of existence and out of our 
territory. All of which does not, of 
course, mean that we are enthusiastic 
about either making a great many 
loans with a capital flavor or making 
any loans which will tie up our funds 
in bricks and mortar and machinery 
for an indefinite period. After all, 
recovery program or no_ recovery 


Five 


program, our first responsibility to our 
depositors is not to use their money 
in such fashion that it cannot be 
liquidated within a reasonable time. 

Another example of capital loan 
which seems sound banking today is 
for the type of industry which is 
coming back after so long an absence 
that it must do a great deal of re- 
equipping to operate at all —but which 
offers such quick and sure profits to 
the owners that the bank can see its 
loan surely liquidated in a short time. 
For instance, breweries. A brewery 
may have been boarded up, or else used 
for making soft drinks, for thirteen 
years. Now it has a ready-made 
market, and the owners and former 
personnel which conducted it profit- 
ably before 1920 are ready to run it 
again. But they need, let us assume, 
$100,000 worth of equipment. Their 
profits will permit them to pay off this 
loan in monthly installments and clear 
it up in less than a year. Well, it looks 
to me like a good loan so long as we 
have surplus funds which are looking 
for profitable employment. The same 
sort of opportunity is likely to present 
itself when the repeal of the Eighteenth 
Amendment may permit distilleries to 
resume operation. 


GPACE does not permit enumerating 

all opportunities of a similar general 
sort. There are many of them. The 
N R A seems to assure a steady, 
profitable market to many _ semi- 
dormant concerns because if there 
comes any real redistribution of buy- 
ing power among the low-income 
classes of population, there will be 
business in their fields and the fields 


(Continued on page 22) 
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THE BURROUGHS 


How Can Banks Hold / 
Uninsured Balances ~ 


by ARTHUR 
VAN VLISSINGEN, 


Jr. 


NY banker who keeps his ear to 
the ground must have heard 
during the past year a rumbling 

that consists of public demand for 
greater frankness in banks’ statements 
of condition. Once upon a _ time 
there was only an occasional, excep- 
tionally alert corporation treasurer who 
realized that the usual published state- 
ment of a bank is so condensed that it 
does not give all the information 
necessary to the whole picture. The 
average customer who considered him- 
self financially sophisticated would, 
back in those days, take a printed 
statement and sagely compute in the 
margins the various percentages which 
he had somewhere learned are signifi- 
cant. And he believed that thereby 
he was getting right to the vitals of his 
bank’s condition. 

Those days have passed. Right 
under the eyes of practically every 
bank customer in the country there 
has occurred something like this: A 
bank which showed a reasonably good 
statement was closed for one or another 
of the familiar reasons. The depositors 
assumed that they 
would realize most of 


As the first step many 


large institutions 


are Ce 


issuing their statements 


in greater detail 


best bonds in the institution’s port- 
folio. The unhypothecated bonds, 
therefore, represented only a small 
fraction of the general deposits. And 
if—as happened in a great many 
instances —it also developed that the 
R. F. C. had a first lien on another 
great chunk of assets, there was not 
very much left for the general deposits 
except a few cats and dogs of question- 
able eventual value. 

It is a safe guess that two-thirds of 
all bank depositors are aware of this 
situation, that they realize it may be 
true of their own banks right now. 
They are also acquainted with the fact 
more generally true six months ago 
than now-—that bonds appearing on 
the statement as of a given book value 
might have a market value _ sub- 
stantially less at the time. They are, 
in short, awakened to the lack of 
frankness which in the opinion of many 


critics has always characterized most 
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banks’ published statements of condi- 7 


tion. 
bankers whose customers were already 


It is not a pleasant situation for 7 


skittish about general business condi- | 


tions. 

A number of forward-looking bankers 
recognize that just a few months ahead 
of us is the time when this public 
sentiment may make itself felt more 
strongly and concretely than has as 
yet been possible. 
hitherto had no assurance that his 
money would be much safer in any 
other bank than in the bank which 
now has his account. So he has, as a 
class, left it alone and hoped for the 
best. 

But on the first business day of 1934 
deposit insurance goes into effect, 


The depositor has ' 


covering deposits up to $2,500. From | 


then on, a depositor can attain what 
is in effect Federal guaranty of his 
(Continued on page 23) 





their deposits in cash 
on the eventual liqui- 
dation. But after the 
receiver issued his first 
statement their hopes 
were shattered. The 
bank had held a large 
volume of deposits of 
public money, every- 
thing from Federal 
funds to the local 
mosquito -abatement 
district’s. These pub- 
lic deposits were all 
secured by hypothe- 
cated assets, the very 


+ ° 


There is no question that 
the practice of issuing more 
complete statements of 
condition is on the increase. 
It is a step forward in con- 
fidence building 





Cash on Hand, in Federal Reserve Bank,and Due from 
Banks and Bankers ‘ ‘ 

Prime Bankers Acceptances Purchased 

U. S. Government Securities* . 

State and Municipal Securities* 

Other Bonds and Securities* . 

Demand Loans - 

Time Loans and Bills Discounted 

U. S. Gove., State and Municipal Securities d sited 
as security for U.S. Govt., Postal Savings deported 
Department Deposits* 

Illinois State and Municipal Securities deposited with 
Auditor of Public Accounts under Trust Act’ 

Employes savings and benefit a investments, per 
contra 


Federal Reserve Bank Stock 2 
Customers’ camel on Amann and Leceses of 


Harris TRUST AND Savincs BANK 


Organised as N. W. HARRIS & CO. 1882. 


Incorporated 1907 


Memoer or Feverat Reserve Bank 


Statement of Condition August 31, 1933 


Resources 


$ 38,855,701.10 
10,842,089.00 
25,169,675.48 
7,240,372.44 
3,260,274.48 
8,303,078.40 
25,529,919.51 


13,736,474.05 


$00,000.00 


1,470,502.79 

360,000.00 
1,612,783.80 
TOTAL $136,830,871.05 


*Note: 


Capital . 
Surplus .. 
Undivided Profits 


Reserve for Taxes, Interest, etc. . 

Employes savings and benefit funds, per contra 

Acceptances and Letters of Credit 

Demand Deposits 

Time Deposits 

U. S. Govt., Postal Savings 
and Trust Department 
Deposits secured as above 


Liabilities 


$ 6,000,000.00 
6,000,000.00 
2,082,272.21 
$ 14,082,272.21 
1,414,857.52 


1,470,502.79 
1,639,179.80 
$84,313,496.68 

20,692,138.88 


13,268,423.17 
118,274,058.73 


TOTAL $136,880,871.05 


Market value of securities on August 31, 1933, was in excess of these figures. 


Comparative Statement of Deposits 


August 31, 1913 
August 31, 1923 
August 31, 1933 





$ 21,912,533.12 
41,488,854.23 
118,274,058.73 
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CLEARING HOUSE 


Seven 


Do Customers Want — 


eposit Insurance 


A survey among bank 
customers in 22 states 


showed that 66% defi- 
nitely favored insurance 


OME of us folks who run banks 
i have decided that the guaranty 

of bank deposits now available 
through the newly created Federal 
Deposit Insurance Corporation is one 
of the greatest strides in banking 
science of modern times. 

There are other groups, however, 
which look back upon crumbling ruins 
of various state guaranty systems 
with fear and trembling. Unsound, 
prohibitive in cost, a penalty for safe 
and sane banking, are among the 


| negative arguments. 


Such a group recently wrote asking 


| what decision had been reached con- 


cerning the application for temporary 
guaranty of non-member bank depos- 
its in this section. Upon being 
informed the insurance feature as 
outlined appeared practical to many 
hereabouts, but that before applying 
for the protection it was proposed to 
take a local census of depositors to 
determine their wishes in this respect, 
a sizzling, fast, day message arrived. 
It said: 

“Tf you are agg a poll of customers 
are you willing to enlarge the survey to 
cover representative cities and sections of 
several states?....” 

This particular group of bankers, 

who strove not for un- 





as follows: 


Undecided 


fied as follows: 


as follows: 


Undetige®.. 





Z| 


RESULTS OF THE SURVEY 


In cities of less than 30,000 population, 
893 replies to the questionnaire were classified 


Unconditional favor of guarantee....434, or 48% 
Favorable, but unwilling to pay cost..105, or 12% 
Unconditionally opposed..................203, or 23% 
Se A eal nae enna elineasaie el 151, or 17% 


In cities from 30,000 to 100,000 population, 
1,054 replies to the questionnaire were classi- 


Unconditional favor of guarantee....641, or 61% 
Favorable, but unwilling to pay cost..116, or 11% 
Unconditionally opposed.................179, or 17% 
Unde pet se st 118, or 11% 


In cities of 100,000 population and over, 
972 replies to the questionnaire were classified 


Unconditional favor of guarantee....669, or 68% 
Favorable, but unwilling topaycost.. 87, or 9% 
Unconditionally opposed..................136, or 14% 
eae 


founded opinion, but 
sought actual individual 
feeling of depositors, 
offered to forward sixty- 
two hundred names of 
depositors on their books, 
taken in groups from 
thirty-eight districts in 
twenty-two states. “It 
being felt,” they said, 
“that if any one bank 
writes its own clients, it 
cannot expect to obtain 
the correct percentages, 
because customers fre- 
quently hesitate to impart 
fears or basic thoughts to 
their own bank.” 

True. Perhaps our own 
proposed canvass would 
not have proved success- 
ful. It was much more 
practical and comprehen- 
sive for a bank in the 
Mid-West to write deposi- 
tors back East, out West, 
down South and up North. 
And what a great oppor- 
tunity to gather a mailing 
list of citizens who would 
constitute a representative 
group. They were not 








among the class of radicals 


by HOWARD 
WRIGHT HAINES 


who seldom, if ever, have money in 
banks, but who nevertheless manifest 
the noisiest and most continual dis- 
trust of banks and bankers. 

So, the folks who got the question- 
naire had something in their bank. 

How many out of 6,200 answered? 
About half? No, not quite, these days. 
Only 2,919. Many recipients were too 
busy taking new jobs just now. But 
2,919 is a sufficient number, widely 
scattered, to tell a definite story. And 
here it is, classified according to 
population of cities. Some bankers 
have hesitated in bringing this subject 
to the attention of depositors. If that 
is the case, put it down that, allowing 
a 10 per cent variance, individuals will 
average collectively close to the per- 
centages shown for the same size city. 

Eight hundred and _ ninety-three 
replies from cities of less than 30,000 
population, classified as follows: 


Unconditional favor of guar- 


PMRW sie ocean eioraiiceee a 434, or 48% 
Favorable, but not willing to 

FCO oes oie 6. ccs ern sine sieis 105, or 12% 
Unconditionally opposed. . .203, or 23% 
RINGOCIGOG...... once oc 151, or 17% 


So it appears that in spite of the 
movies, the radio, the press, better 
roads and faster cars, there are still 
fifty-two out of each hundred bank 
depositors in small cities and country 
districts who are not sure they will 
withdraw their money if the bank fails 
to insure it. There is unquestionably 
a more closely knitted confidence in 
bankers in most small towns than in 
larger centers. This apparently arises 
because of the bankers’ close contact 
socially. For the information of those 
wishing to study the averages in cities 
of ten thousand and less, it should be 
noticed that the percentage of those 
opposed to the guaranty increased as 
the population of the cities under con- 
sideration decreased. For example in 
towns of 5,000 and less, 38 per cent 
were opposed, only 31 per cent favored 
the guaranty, 16 per cent were not 
willing to pay the cost, and 15 per cent 
were undecided. 

But the guaranty becomes more 


Eight 





sp RE ert 


Do you favor the government’s creation of the national 
corporation to guarantee bank deposits?. 


Are you willing to pay reasonable premiums or costs of such 











Please feel free to give reasons or remarks in full, which will 
assist bankers in obtaining the correct average of depositors 
who want the guaranty. __ 




















NOTE: If you are not familiar with the manner in which the Federal 
Deposit Insurance Corporation will operate beginning January 1, 1934, 
have your banker explain in detail before answering. 








popular as one reaches the denser 
centers of population. One thousand 
and fifty-four answers were returned 
from cities of thirty thousand to one 
hundred thousand. They said: 


Unconditional favor of guar- 


a SCS eae Pere 641, or 61% 
Favorable, but not willing to 
0 PEI rrr re 116, or 11% 


Unconditionally opposed. ..179, or 17% 
Undecided. ..............118, or 11% 


So the middle-size banker and those 
verging on the large city depository 
may as well decide the customer is 
right and that, under present condi- 
tions, will do business with the bank 
that offers the utmost in safety. 

This conclusion is strengthened as 
we record the views of depositors in 
cities of one hundred thousand and up. 
There are 972 replies from these 
cities. As the crowds become greater 
we find in our study less and less of 
the personal touch. In the larger 
cities there is less intimacy among 
individuals and this applies to the 
banker. To the throng there is 
entirely lost, with rare exceptions, the 
hearty: “Hello, Ed! How’s the folks?”’ 
which is so familiar in the country 
bank. Plenty of sincere and well- 
liked city bankers—we’re not saying 
there isn’t! But ‘‘our city banks are 
too complicated,’ says a reply from 
Chicago; ‘““We can’t tell much about 
these pretty financial statements,” 
comments another from San Francisco. 
And old N’Orleans puts in, “‘seems to 
me the bigger they get the less I can 
tell about them.” That’s the talk 
that’s going around. We're forced to 
admit that everybody in the big town 
is so busy because there’s so much to 
be busy about that few outside the 
bank know, or want to know, what’s 
going on inside. 

Six hundred and sixty-nine out of 972, 


or 68 per cent in the large centers want the 
guaranty; only 87, or 9 per cent, favor 


The questionnaire was sent only to bank 
customers actually having funds 
deposit at the time of mailing 


on 


+ Sd 


but will not pay the cost; 136, or 14 per 
cent, are opposed; while 80, or 9 per cent, 
are undecided. 


Thus, as a complicated condition 
has arisen in our social life, the neces- 
sity for a stricter supervision and 
stronger backing has made itself felt 
among depositors, which has not been 
so keenly recognized in less congested 
sections. When replies are separated 
into vocational groups, it is found that 
the above statement is demonstrated 
by the fact that merchants and profes- 
sional men in small towns are 66 per 
cent opposed to the theory of deposit 
guaranty on a national scale. As in 
the general schedules presented above, 
second- and third-class cities reduce 
this percentage to 48 per cent, while 
first-class cities lower it to 30 per cent. 
Among the replies from the 70 per cent 
of business men in the largest cities, 
comes the statement: “ . not be- 
cause we keep large balances, but 
because we realize the man on the 
street does not care how much profit 
a bank may make or who is at its head. 
The public wants to keep its savings 
in a depository that can offer a sound 
guaranty. Many of our customers 
have said that they will believe that 
the bank that fails to offer insurance 
on deposits will be the bank that can- 
not qualify.” In other words, many 
depositors are beginning to reason that 
the banks should all apply for the 
guaranty and they are taking it for 
granted that all banks will apply. The 
fact that some may not apply in 
larger cities will not alter this feeling 
among depositors that such banks 
probably could not pass the examina- 
tion for the guaranty. 

Harsh words! But we wanted facts 
in this survey and we’re getting them. 
Taking the minority group of de- 
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positors who oppose the guaranty, we es 


find the well-worn argument that state |7 


guaranties were unable to succeed 7 
and ultimately placed the losses of 7 


poorly or dishonestly operated banks 
upon the good bankers. “The guar. 
anty stifles the organization of small} 
banks,” say another, “. . . places the 
control of our banking system in the 
hands of a few moneyed men, and 
ultimately makes the small bank with- 
draw because of high capital require. 
ments.” ‘There are eight counties in 
this state,” writes a lawyer, “which¥ 
have no banks, although the local 
communities need the service, advice 
and credit offered by a bank. Can 
fewer and larger banks serve this 
need of the small community in the 
future? Or, are the stock-raiser and the 
farmer being discriminated against?” y 
The failure of many bonding companies 
is mentioned as another argument 
against a corporate guaranty of 
deposits. “Can the new Federal 
Deposit Insurance Corporation operate 
with less losses or premiums than have 
our privately owned corporations inj; 
the past?” The questioner is opposed 
to the guaranty and apparently 
suspects nothing but a negative answer 
to this query. However, there are 
some replies which answer this ques- 
tion by showing that the new deposit 
insurance corporation has the advan-, © 
tage of beginning with a much “cleaner 

slate’ than has been possible for 

insurance concerns in the past, and” 
expects to exert much stricter super- 
vision from the outset than has been)” 
known heretofore. 


LERICAL workers and salaried men 
and women as a group are the, 
strongest supporters of the guaranty. 
The wage earner admits his lack of 
schooling in financial affairs and does 
‘“‘not want to be worried during the day ° 
about how to save and during the night 
about how to keep it safe after it is)” 
saved. ’’ There is something that appeals 7 
to our sympathy about that remark. It © 
brings us very close to the man who0|” 
works hard and to whom a few dollars|> 
represent hopes long cherished. It)” 
puts us in close touch with the millions|> 
who constitute the backbone of ou}> 
nation —millions who had nothing but} 
faith in their banks until, as they be} 
lieve, they were forced to cast that faith? 
aside. Placing the blame for wrecked) 
depositories on economic conditions, 
does little to convince the man in the) 
factory, the office or the mine, that 
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banks properly managed have sus|) 
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vived. The return of buying powel> 








the continuance of improvement if); 
economic conditions, depend greatlyf) 





upon the re-establishment of faith if 
the producer and the consumer. Tht 
bank that has forgotten profits for the : 
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CLEARING HOUSE 


FARM CREDIT 
ADMINISTRATION 


An elaborate network of banks 
for the financing of agriculture 


by ARTHUR 


communities where failures have left 
them without adequate banking facili- 
Furthermore, inasmuch as the 
financing of agriculture has _ been 
responsible for much of the difficulties 
of the country banks it is supposed that 
many of the bankers will be glad to 
have the load taken off their shoulders. 

Definite assistance to non-govern- 
mental banks is offered through the 
farm mortgage refinancing under the 
land banks. The banks may exchange 
their frozen farm mortgages for the 
new land bank refinancing bonds on 
which the government guarantees pay- 
Exchange of mort- 
gages for bonds supplemented by loans 
from the Reconstruction Finance Cor- 
poration has made it possible to reopen 
some of the closed banks and to 
release deposits of others that are in 
process of liquidation. 
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yanies RISING from the ashes of the 
iment A farm board and other previous 
y of governmental ventures into the 
ederal. field of agricultural finance is an 
perate| elaborate network of banks under the 
1 have’ new farm credit administration. 
yns iny In part the new system supplies 
yposed the same credits which were available 
rently| before through the same or different _ ties. 
nswer! agencies. Some of the gaps in the 
re are previous machinery, notably in the 
ques-| case of production loans, have been 
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t, and) especially for production credits, in- 
super-_ vade the field of the country banks. 
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CRAWFORD 


The new farm credit system has 
taken form under executive orders 
issued by President Roosevelt supple- 
mented by action of Congress in the 
agricultural adjustment and farm 
credit acts. 

First, the President by executive 
order issued March 27th and effective 
sixty days later on May 27th abolished 
the Hoover farm board and the old 
farm loan board, shifting the functions 
of the farm board and the land banks 
and intermediate credit banks of the 
farm loan board to a new farm credit 
administration. Also transferred to 


the same agency were the regional 
agricultural credit corporations formed 
by the Reconstruction Finance Cor- 
poration and crop production and seed 
loan offices of the Department of 
Agriculture. 

Next, Congress in the agricultural 
























Ten 


adjustment act of May 12th authorized 
an extensive program of farm mortgage 
refinancing through the land banks. 

Finally, Congress in the farm credit 
act of June 16th sounded out a com- 
prehensive plan. This act set up new 
production credit agencies, authorized 
the establishment of co-operative banks 
to supplant the marketing credits of 
the farm board and otherwise co- 
ordinated and supplemented the 
machinery brought together by 
executive order. 


HE farm credit administration is 

headed by a governor, Henry Mor- 
genthau, Jr., who was in charge of the 
New York State Department of Con- 
servation under the Roosevelt regime. 
Mr. Morgenthau came to Washington 
as the President’s chief advisor on 
agricultural matters. Under his guid- 
ance the farm credit machinery has 
been so reorganized as to center 
responsibility in him. It represents a 
radical departure from the system 
previously existing wherein responsi- 
bility was divided among members of 
boards who were representative of 
different agricultural groups and geo- 
graphical sections. 

There are four divisions in the farm 
credit administration, each dealing with 
a particular kind of credit, as follows: 


bank commissioner in charge of this 
division is Albert S. Goss of Seattle, 
Wash., former master of the Washing- 
ton state grange. Mr. Goss succeeded 
Paul Bestor, who was farm loan com- 
missioner and head of the farm loan 
board in the Hoover administration 
and remained for a few months while 
the new credit organization was being 
set up. The land bank division has 
supervision of the twelve federal land 
banks and also the privately organized 
joint stock land banks which are being 
liquidated. This division has to do 
with long term credit secured by farm 
land. The refinancing of farm mort- 
gages comes under the division. The 
form of organization of the land banks 
has not been materially changed, but 
their personnel and activities have 
been greatly expanded. 

2. Intermediate credit division. 
The intermediate credit commissioner 
in charge of this division is George 
M. Brennan of Berkeley, California. 
The division has supervision over the 
twelve intermediate credit banks in 
existence for a decade which deal in 
so-called intermediate credits, chiefly 
for a nine-month period. Funds are 
derived from the sale of debentures. 

3. Production credit division. The 
production credit commissioner in 
charge of this division is 8. N. Garwood 








1. Land bank division. The land of Little Rock, Ark., recently vice- 
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of 12 Pedoral intermediate credit of 12 regional production bank for cooperatives and 
land banks banks . credit corporations. supervision of 12 regional 
and 53 joint These corporations would cooperative banks. (Suc- 
stock land fiuance and supervise lo- cessors to Federal Farm 
banks. cal production credit as- Board) central cooperative 
sociations waich enable bank to make business loans 
farmers to borrow from in- to national cooperatives. 
termediate credit banks Regional banks for coopera- 
for credit for livestock tives to make loans to local 
and crop production. cooperatives. 
SET-UP oF F. IT INISTRATION 
Term Credit Administration of Houston 
General Agent to be Chief Executive officer of regional 
office Farm Credit Administration and ex officio member 
of board of directors. Same board of directors for all 
LO POL TANONE uni tS. 
r T T acne 
Land Bank Intermediate Production Bank for 
of Credit Bank Credit Corporation Cooperatives 
Houston of Houston of Houston of Houston 


President President 


Pirst mortgage 
loans on farms 
thru local farm 
loan associations. 
Each borrower 
takes 5 per cent 
of loan in stock 
(double liabdili- 
ty eliminated). 
In many cases 
Sec. Treas. of 
local farm loan 
association could 
also act as Sec. 
Treas. of local 
credit associa- 
tion. 


Rediscounting notes 
of farmers endorsed 
by credit corpore- 
tions: and notes of 
cooperetives secured 
by ample collateral. 
Safe conservative 
policy necessary to 
permit sale of deben- 
tures to investors 
at low intorest rates 
in order to obtain 
funds to loan. 


equitable basis. 





All regional banks where feasible to use same field force for appraisals, supervision, inspection, and collection. 
Wield force under administrative supervision of general agent. 
Entire system ultimately expected to be on self-supporting cooperative basis. 
quired to be stockholders in lending agency but no double Liability on any stock in the system. 


President 


Furnishing capital (prefer 
red stock) for, and supervis- 
ion of local cooperative cred- 
it associations to enable 
farmers to make use of Inter- 
mediate Credit Bank. Each 
farmer borrower required to 


President 


Loans on business 
basis to local 
cooperatives for 
financing facili- 
ties and providing 
working capital. 
Interest rate from 


buy and keep common stock 3 to 6 per cent 
amounting to 5 per cent of depending .on type 
his loan. Each local credit of loan and cost 
association cen rediscount of money. Coopera- 


notes of good farmers up to 
about 4 to 6 times its cep- 
ital and surplus. Unsound 


tive dorrowers re- 
quired to take stock 
to amount of 5 per 
loans refused by local cred- cent of loan. 
it corp. 1 ital makes 

possible about of sound 

production credit 


Costs of field force allocated over all units on 
All borrowers, re- 








THE BURROUGHS 


president and manager of a regional | 
agricultural credit corporation of St. © 
Louis. 


This division supplies produc- 7 
tion credits which have been lacking 7 











except to a limited extent as in the |” 


case of special seed and live stock loans 
in the previous credit organizations, 
The division will have the supervision 
of twelve regional production credit 
corporations which will finance and 
supervise local production credit associ- 
ations. The capital for the corporations 
is provided from a revolving fund of 
$120,000,000 made up from a special 
appropriation of $40,000,000 together * 
with unexpended balances and collec- 
tions from previous crop production 
loans, seed loans, etc. 

4. (Co-operative bank division. The 
co-operative bank commissioner in 
charge of this division is Francis W. 
Peck, former director of agricultural f 
extension of the University of Min- 
nesota. This division contains what is 
left of the farm board. The new 
machinery contemplates a central bank 
for co-operatives and twelve regional 
co-operative banks. The central co- 
operative bank, which has been set; 
up in Washington with a capital of 
$50,000,000, will make loans to co- 
operative marketing and selling associ- 
ations borrowing more than $500,000 
and also to associations operating on 
a national scale. The regional banks, 
several of which have been set up, 
with capital of $5,000,000 each, will 
make loans to local co-operatives. 
The capital for the banks comes from 
what is left of the $500,000,000 re- 
volving loan fund of the farm board. 
It has been estimated that a liqui- 
dation of farm board loans would show 
not more than $140,000,000 left of the 
fund. The central bank for co-, 
operatives may expand its resources 
by issuing debentures up to five times 
its paid-in capital and surplus. The 
regicnal banks may borrow from the 
central bank. 

Not only do all four types of credit 
come under the farm credit adminis- 
tration but a co-ordination is being 
worked out in each of the twelve land 
bank districts. The land bank and 
intermediate credit bank districts al- 
ways have been identical, the banks 


: 


being located in the same cities and ~ 


managed by the same officers. The 


production credit corporations and the! . 
regional co-operative banks are being |” 


organized in the same twelve cities. 
The four institutions in each city will 


7 


ORGANIZATION CHARTS. The first of | 

these two charts, which were prepared in 

the offices of the Farm Credit Administra- 

tion at Washington, shows the four 

branches of the administration's activities. 

The second shows the set-up of a regional 
unit of the system 
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have the same boards of directors. A 
general agent will be the chief executive 


© officer of the regional office of the farm 


credit administration in each of the 
twelve cities and an ex-officio member 
of the board of directors for all four 
permanent units. 


THE rather intricate organization 
has slowly taken shape. The first 
regional office was established in 
St. Louis which served as a laboratory 
to test out some of the new theories. 
The first production credit corporation 
and regional co-operative bank were 
organized in St. Louis coincident with 
the establishment of a regional office. 
Subsequently, the regional set-ups 
were perfected in Berkeley, Calif., 
Columbia, S. C. and Baltimore, Md., 
and will be completed in the other land 
bank cities as rapidly as possible. The 
other eight cities are Springfield, Mass., 
Louisville, Ky., New Orleans, La., 
St. Paul, Minn., Omaha, Neb., Wichita, 
Kans., Houston, Tex., and Spokane, 
Wash. 

In each of the twelve cities the land 
bank provides long term first mortgage 
loans on farms through local farm loan 
associations. Each borrower takes 
5 per cent of his loan in stock. Origi- 
nally the government supplied the 
capital for the banks but nearly all of 
it had been shifted to farm borrowers 
at the time additional capital to the 
amount of $125,000,000 for the twelve 
banks was voted by Congress a year 
and a half ago. The interest rate on 
mortgages placed by the land banks 
was reduced for a five-year period to 
4\% per cent, having previously ranged 
from 5 to 6 per cent. 

When the present administration 
came into office the twelve land banks 
had outstanding mortgage loans 
amounting to a little more than 
$1,100,000,000. Between March Ist 
and August 31st the land banks 
loaned a little less than $25,000,000, 
including the farm mortgage refinanc- 
ing and so-called land bank commis- 
sioner’s loans authorized under the 
agricultural adjustment act. The 
slowness with which the new credit 
has gone out has caused the farm credit 
administration to be deluged with 
complaints. 

Under the agricultural adjustment 
act the federal land banks were 
authorized to refinance farm mort- 
gages, new bonds up to $2,000,000,000 
bearing 4 per cent interest —with 
interest guaranteed by the govern- 
ment—being authorized for the pur- 
pose. The intention was that the 
bonds should be chiefly exchanged for 
first mortgages on farm lands executed 
prior to May 12, 1933. The amount 
of the bonds to be exchanged might 
not be greater than the unpaid princi- 
pal of the mortgage or 50 per cent of 
the “normal value” of the land mort- 


gaged and 20 per cent of the value of 
the permanent, insured improvements 
thereon, as determined by a land bank 
appraiser, whichever is smaller. The 
“normal value” is determined by earn- 
ing power, average prices of farm 
commodities during the ten years from 
1905 to 1914 figuring in the computa- 
tion. On this basis values are higher 
than present market conditions might 
justify. 

In the exchange process the inten- 
tion was that there should be a scaling 
down of the principal of the mortgages. 
It was supposed that the holders of 
mortgages would find it desirable to 
accept a land bank bond on which the 
government guarantees the interest in 
place of a mortgage for a larger amount 
which was in default. 

The insurance companies and other 
large holders of farm mortgages have 
not thus far shown a readiness to 
exchange their mortgages for the 
bonds. Hence, the farm credit admin- 
istration has devoted considerable 
effort to the exchange of the bonds for 
farm mortgages held in closed banks. 
This has been done in co-operation 
with the Reconstruction Finance Cor- 
poration and as part of the Roosevelt 
administration’s program for the re- 
lease of deposits of closed banks. The 
Reconstruction Finance Corporation 
has allotted $150,000,000 for loans on 
the farm mortgage bonds which may 
be exchanged for farm mortgages held 
by both open and closed banks. The 
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KEY MEN. Below, reading from left to 
right, Herbert E. Gaston, Deputy Gov- 
ernor, Henry Morgenthau, Jr., Governor, 
and W. I. Myers, Deputy Governor. At 
the right, S. M. Garwood, new Production 
Credit Bank Commissioner, and Albert 
S. Goss, Land Bank Commissioner, 
standing in front of the entrance to the 
administration’s offices in Washington 
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banks in this manner can obtain cash 
on the bonds which have been in turn 
obtained for the original mortgages. 


[NTENSIV Eefforts to exchange bonds 

for farm mortgages in closed banks 
have been made in Wisconsin under the 
St. Paul land bank, in Illinois under 
the St. Louis bank and in New York 
State under the Springfield, Mass., 
bank. The St. Paul land bank had 
approved applications for refinancing 
$2,800,000 in farm mortgages held by 
closed, restricted and other banks in 
Wisconsin by the end of September. 
Altogether applications had been pre- 
sented by 188 Wisconsin banks covering 
1,717 loans aggregating more than 
$4,000,000. The St. Louis land bank 
has been largely instrumental in 
reopening nine Illinois closed banks 
through the refinancing of farm mort- 
gages. It was expected that fifteen 


(Continued on page 26) 
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Washington, D. C., October 16, 1933 





Examination of Banks Begins 
for Temporary Deposit Insurance 


Examination of the thousands of banks which are not 
members of the Federal Reserve System is going forward 
to determine their eligibility for the temporary deposit 
insurance which becomes effective January Ist. Member 
banks of the Reserve System automatically become mem- 
bers of the fund. 

As announced by Walter J. Cummings, chairman of 
the board of directors of the Federal Deposit Insurance 
Corporation, the policy will be to use “solvency”’ rather 
than “liquidity” as a test of eligibility. Under such a 
policy Mr. Cummings and his associate directors, E. G. 
Bennett of Utah and Comptroller of the Currency 
J. F. T. O’Connor, believe that there need be no sacrifice 
of ultimate safety. 

There will be no discrimination against the non- 
member state banks in the examinations according to 
Mr. Cummings. The fact that the capital of a bank is 
less than the amount required for eligibility for admission 
to the Federal Reserve System will not bar it from member- 
ship in the insurance fund. 

Mr. Cummings thinks that the insurance fund will 
stimulate the expansion of credit, and that the depositor 
will be reassured. 

The expressions by Mr. Cummings and by Comptroller 
O’Connor make it plain that the administration will do 
everything to make deposit insurance a success. 


Credit Expansion Held Alternative 
to Inflation of the Currency 


The administration’s credit expansion program, which 
has been pressed both in an effort to stimulate industry 
and to check the movement for currency inflation, has 
two phases. The first consists of the strengthening of 
banks which are open. The second has to do with the 
release of deposits which have been frozen in closed banks. 
In both cases it is sought to broaden the base of credit 
through bank deposits rather than through the issuance 
of new currency. 

The strengthening of licensed banks is proposed both 
through the purchase by the Reconstruction Finance 
Corporation of preferred stock and through loans. The 
banks have been slow to take advantage of the offer to 
buy their stock, fearing the injection of a political factor 
in the control of their institutions. Jesse H. Jones, 
chairman of the corporation, who met a somewhat chilly 
reception when he advocated the proposal before the 
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American Bankers 
through the increase of capital the banks will increase 
their lending powers and their ability to do their share in 
the recovery program. Furthermore the administration 
believes that an increase in capital before the banks enter 
the deposit insurance system will place them on a sounder 


Association, has contended that 


basis. A billion dollars of government money is available 
for purchase of preferred stock. The authorities think 
that no less than $700,000,000 should be put out. 

The Reconstruction Finance Corporation will make 
loans to banks, trust companies and mortgage companies 
at 3 per cent interest provided the money is reloaned to 
industry. The loans must be for the purchase of materials 
for manufacture, to cover the actual cost of labor in the 
manufacture and processing of material and to assist 
merchants especially affected by N RA. The loans to 
the banks may be collateraled by the short term note of 
the manufacturer or merchant, secured by a valid assign- 
ment of an unconditional order for the finished product 
or by mortgages on plant, equipment, real estate, raw 
material or finished product. 

There has been no great rush for these loans. Many of 
the banks have ample credit available otherwise, the 
deterrent being fear of the soundness of loans to industry 
rather than any shortage of funds. 
none too anxious to borrow from the Reconstruction 
Finance Corporation when they know the fact will be 
published in the corporation’s reports. 


The Permanent Banking Code 
Is Approved and Adopted 


Bankers of the United States are “‘doing their part” in 
the national recovery program under a code of fair com- 
petition approved by President Roosevelt on October 3rd. 
The code as approved contained but few changes from the 
form in which it was submitted by a committee of the Ameri- 
can Bankers Association at a hearing on September 28th. 





The banks also are, 


The code was effective today, October 16th, being | 
the second Monday after its approval by the President. | 


It remains in effect during the two years of the life of the 
national recovery administration or unless the President 
by proclamation or Congress by joint resolution declare 
the emergency ended prior thereto. 


Mutual savings banks are excluded from the general 


bankers’ code in accordance with the request of spokes 
men for these institutions who asked for a separate code. 
Fair practice provisions become effective sixty days 
after the approval of the code. These include provisions 
relating to hours of banking, interest payment on deposits, 
service charges and trust service. 
The hearing on the code in Washington occasioned but 
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little controversy. Deputy Administrator A. D. White- 
side, who presided, described it as “‘one of the calmest and 
easiest hearings I have ever conducted.” 

The opening witness was Ronald Ransom, chairman 
of the code committee, and chairman of the Fulton 
National Bank of Atlanta, Ga. Mr. Ransom said the 
blanket code, known as the President’s re-employment 
agreement, was being generally observed and that it had 
resulted in an increase of about 5 per cent in personnel. 

Robert V. Fleming, president of the Riggs National 
Bank of Washington and a vice-president of the American 
Bankers Association, discussed the wages and hours 
provisions of the code. He said the average working 
hours of banks in the country had been between forty-five 
and fifty hours per week but that this had been shortened 
about 5 per cent under the blanket code. 

J. R. Geis, chairman of the board of the Farmers’ 
National Bank of Salina, Kansas, stressed the importance 
of the section relating to service charges, asserting that 
banks should be properly compensated for services. 
The average bank account is carried at a loss, he said. 

Samuel Shaw, vice-president of the Chemical Bank 
and Trust Company of New York City, contended that the 
minimum wages proposed were too high. J. S. Farrell, 
vice-president of the Public National Bank and Trust 
Company of New York City, which operates branch offices, 
raised a question as to the effect on branches. 


Learning the Letters in the 
New Government Directory 

No less than fifteen emergency agencies are listed in 
directories recently issued by the government. 


The fifteen agencies together with the initial abbrevi- 
ations by which they are known are the following: 


CCC —Civilian conservation corps. 

PWA —Public works administration. 

RFC — Reconstruction finance corporation. 

FERA —Federal emergency relief administration. 

NRA —National recovery administration. 

HOLC —Home owners loan corporation. 

FCOT —Federal co-ordinator of transportation. 

FFCA —Federal farm credit administration. 

TVA —Tennessee Valley authority. 

AAA — Agricultural adjustment administration. 

SAB —Science advisory board. 

TEC —The executive council. 

NLB —National labor board. 

FDIC —Federal deposit insurance corporation. 

CSB —Central statistical board. 

Between these new agencies and the new government 
buildings which are going up a person who has been absent 


from Washington for only a few months finds he must 
learn the city all over again. 


Little Prospect for Agreement 
On Collective Bargaining Clause 


There is little prospect that employers and labor 
leaders ever will reach a complete agreement as to the 
interpretation of the collective bargaining provisions of 
the national industrial recovery act. 

William Green, president of the American Federation 
of Labor, says that collective bargaining must be intro- 
duced by an agency co-extensive with an industry. With 
respect to the automobile industry for example he would 
have labor bargain for wages in all plants instead of within 
each company separately. 

Henry I. Harriman, president of the Chamber of 
Commerce of the United States, on the other hand says 
that the term collective bargaining contains no implica- 
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tion, direct or indirect, as to the number of employees who 
must participate. Collective bargaining, he says, may be 
used by some employees of an employer, by all of the 
employees of an employer, by some of the employees of a 
group of employers or by all of the employees of all the 
employers in a given industry. 


Bruere to Serve Administration as 
Federal Credit Co-ordinator 


Henry Bruere, president of the Bowery Savings Bank, 
was recently called to Washington by President Roosevelt 
to serve the administration in a special capacity. While 
no official announcement had been made up to the date 
of writing, it was understood that Mr. Bruere would serve 
as a co-ordinator of the various emergency credit agencies. 

At the time of his arrival in Washington, considerable 
attention was being given to a plan to release deposits in 
closed banks. This plan, announced today, provides for 
the creation of a Deposit Liquidation Board through 
which funds will be supplied by the Reconstruction Finance 
Corporation. 

The formation of the liquidation board brings about a 
co-ordination of several governmental agencies, including 
in its membership Jesse Jones, chairman of the R. F. C., 
Dean G. Acheson, undersecretary of the Treasury, Lewis 
Douglas, director of the budget, J. F. T. O’Connor, 
comptroller of the currency, and Walter J. Cummings, 
chairman of the Federal Deposit Insurance Corporation. 
C. B. Merriam, a director of the R. F. C., will head the 
new board. 

Mr. Bruere is particularly fitted for the task confront- 
ing him. In him are combined the talents and experience 
of banker, industrialist, and public servant. He has 
served the City of New York in various capacities, 
including that of city chamberlain in 1914. For seven 
years he was vice-president of American Metal Company, 
Limited. He was third vice-president of Metropolitan 
Life Insurance Company, and is a director of New York 
Life and the Union Pacific Railroad. He also served as 
chairman of the Railroad Committee which worked with 
the group under the leadership of Calvin Coolidge. 


Progress in the Movement to 
Release Deposits in Closed Banks 


At the end of September the amount tied up in banks 
which were closed at the time of the March holiday and 
have not been reopened had been reduced to about 
$1,750,000,000. Banks closed during the three years prior 
to March 4th had several billions additional of deposits. 

About 14,000 banks are now licensed on an unrestricted 
basis, including about 5,000 national banks, about 750 
state member banks and 8,300 non-member state banks. 

The national banks have deposits of about $17,000,- 
000,000, the state member banks about $9,800,000,000 
and the non-member state banks about $5,000,000,000. 

The unlicensed banks include about 800 national 
banks with deposits of $707,000,000, about eighty-five 
state member banks with deposits of about $150,000,000 
and about 1,600 non-member state banks with deposits 
of about $900,000,000. 

The manner in which the Reconstruction Finance 
Corporation has assisted in the liquidation of deposits of 
closed banks is shown from figures announced by Comp- 
troller of the Currency O’Connor. From March 5th to 
the end of September depositors in closed national banks 
were paid more than $270,000,000. The Reconstruction 
Finance Corporation during this period made 666 loans 
to national banks in receivership of nearly $70,000,000. 

There remain 1,140 banks in receiverships under the 
comptroller of the currency with a total deposit liability 
of $818,000,000. This includes national banks closed 
prior to the general holiday. 
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States have a _ schedule of 

charges for services? It is my 
honest belief that not over 25 per cent 
have anything of the sort, good, poor, 
or indifferent. Questionnaire investi- 
gations usually yield a higher figure, 
but this is because those who charge 
for services answer the questionnaire 
while most of the others throw theirs 
in the wastebasket. Think over the 
banks within twenty-five miles of your 
front door, and I believe you will agree 
that 25 per cent is optimistic. 

Why do not our revenue-starved 
colleagues install a complete, all- 
inclusive schedule of fair charges for 
their services to customers? Because 
most of them are so busy with the 
day’s routine, spending half of their 
time on customers whose accounts are 
actually handled constantly at a loss, 
that they simply do not get around to 
do anything about it. And because 
the rest of them cannot drive them- 
selves to a piece of work which would 
force their thoughts outside their 
familiar paths. 

But the day for ignoring this ques- 
tion has passed. In the permanent 
banking code drafted by the American 
Bankers Association, and now bearing 
the approval of General Johnson and 
President Roosevelt, is the following 
provision: 


H's: many banks in the United 


Each clearing house, county association, 
county group, or state bank association 


rs’ Code of 





SERVICE CHARGES under the 
NRA 


The important point now is to 
make certain that the schedule 
of charges adopted is complete 


uate the 


Under the permanent 

banking code, service 

charges become com- 
pulsory 


shall, subject to the approval of the 
Administrator, adopt rules fixing uniform 
service charges to be charged by banks 
within such district or group in accordance 
with the practice now in effect whereby 
services rendered by banks shall be com- 
pensated for either by adequate balances 
or by a scale of charges. 


It therefore behooves the banks 
which will be compelled to adopt a 
plan of charges to make sure that they 
do the job properly. They should set 
up so complete, all-inclusive a set of 
charges that they will be actually 
reimbursed for the cost of the service 
they render. Bank customers are 
accustomed, either from what they 
have experienced or what they have 
heard, to the idea that service charges 
by banks are rather general. They can 
be convinced without a struggle that 
the service charge is inevitable, now 
that it is incorporated in the N RA 
banking code. And since it is far 
simpler to make a proper charge at the 
outset under these favorable circum- 
stances than to make an inadequate 
charge and subsequently have to raise 
the charge, it is just plain common 
sense to make the original schedule of 
charges for services adequate to cover 
the expense incurred by the banks, plus 
a fair and reasonable profit. 

A good many bankers have asked 
why it is necessary to include in the 
code this provision about service 
charges. It seems to me that there 
would have been no way of avoiding it, 
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by LEO D. KELLY 


Vice-president, Mercantile Commerce Bank and Trust Company, 
Saint Louis, Missouri 


even had the committee so wished. 
The intention of the administration at 
Washington is apparently—and it 
seems to most conservative bankers 
quite properly—to do away with 
ruinous competition in banking insofar 
as it consists of trying to buy deposits. 
The first step in this program was the 
elimination of interest on demand 
deposits and the scaling down to a 
reasonable level of interest on time 
deposits, plus making time deposits 
really time rather than demand. 

But it is a rare barrel that does not 
have twoends. And what is thus saved 
for sound banking at the bung might 
well be lost at the spigot if banks 
should now be permitted to compete 
for business by making inadequate 
charges, or even no charges at all. If 
all the banks in a given district should 
elect to run along without a schedule 
of charges for services, then this would 
constitute fair competition —however 
poor judgment it might be. But if one 
bank in a district should be allowed to 
make no charges, or a too low rate, 
then this bank would be in position to 
buy deposits by reason of its under- 
charging. Thus the benefits from the 
interest regulations would be dissipated 
for all of the banks. Looked at in this 
light, the necessity for a code cover- 
ing charges for services is apparent. 


T seems inevitable, then, that we 
shall presently have uniform schedules 
of service charges in the various clear- 
ing house and district associations of 
the nation, however much one schedule 
may vary from another. The grave 
danger is that many of the schedules 
which will be adopted will doubtless 
fall short of what they should be. 
Most schedules already in use are 
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grossly inadequate. They are yielding 
the bank $40 or $80 a month where 
they should be yielding $400 or $800. 

This may strike you as rather a 

broad assertion. I can only answer 
that for several years I have been 
advocating the necessity of charges 
for services, and have therefore been 
in contact with a very sizable propor- 
tion of all the schedules adopted 
throughout the country. This is 
apparent to anyone who knows operat- 
ing costs and who knows the propor- 
tion of all operating expense that arises 
from the small accounts in a bank. In 
every bank that I know of, the over- 
whelming majority of all balances are 
too small to be profitable without 
additional revenue from charges for 
service. And a substantial share of the 
larger accounts have so great an 
activity factor that they, too, must 
show up on the red-ink side if they are 
accurately analyzed. A comparatively 
small number of large accounts which 
are not excessively active are yielding 
not only the entire profit of the bank 
but also the expense deficit incurred 
from carrying the rest. 

Any banker who takes the time and 
trouble to make a simple and accurate 
survey of 10 per cent of his accounts 
in number over a period of 30 days 
has a surprise in store for himself. 
Take them in sequence as they appear 
on your ledgers. The purpose is to 
find out how many accounts you have 
in each of a set of pre-determined 
classes, by size of balances. As a 
starter, set a clerk or bookkeeper to 
work with some sheets of paper ruled 
in seven main columns. And if you 
want to do the job thoroughly, set up 
four more columns alongside each of 
the seven main columns. By the 
simpler method you will obtain a 
knowledge of just what percentage of 
your deposits are yielded by each size- 
class of accounts. By the more 
thorough method you will also learn 
what percentage of your activity is 
incurred in servicing each size-class. 

Head up your seven main columns 
as follows: $0.01 to $99.99; $100 to 
$199.99; $200 to $299.99; $300 to 
$399.99; $400 to $499.99; $500 to 
$999.99; $1,000 and up. If you are 
going to check up the activity —and 
you will find it very much worth your 
while to do so—head the four sub- 
columns as follows: 

Number of credits (deposits); Num- 
ber of transit items (out-of-town 
items) with amount of float reduced to 
one day; Number of clearing house 
items (checks on other local banks); 
Number of checks drawn against 
account. 

The sheet is now ready. The first 
account is the AA Service Station. 
Average balance is $68.30, so the 
clerk enters this figure in the column 
headed $0.01 to $99.99. The account 


shows twelve deposits last month, 
fourteen transit items, thirty-five clear- 
ing house items, twenty-seven checks. 
He makes the appropriate entries in 
the set of columns adjoining. He goes 
through about 10 per cent of your 
accounts in this way. At the end of 
his tabulating all that remains to be 
done is to add up the total deposits 
of the accounts in each column, count 
them, and tabulate on a machine the 
activity totals of each of the other 
columns. 


Now you have your statistics. What 

will they show? I cannot tell pre- 
cisely, but I have an idea. Perhaps the 
simplest answer is to cite the actual 
statistics from a survey of this sort. 
The bank surveyed is a prominent bank 
in a large city, enjoying a good many 
substantial commercial and industrial 
accounts. Its deposits total $50,000,- 
000. This bank therefore has a far 
greater proportion of large balances 
than the average bank; and as is usual 
in a bank of this size, there is greater 
activity in most of the large commer- 
cial accounts than is common in 
the larger accounts of a bank of 
smaller size. Consequently the per- 
centages as shown in this bank are less 
surprising than in what might be 


This booklet prepared by a special com- 
mittee of the Missouri Bankers Associ- 
ation, of which Mr. Kelly was chairman, 
supplies a complete, minimum schedule 
of charges. ‘‘To encourage the installa- 
tion of this complete, adequate plan,”’ 
Mr. Kelly says, ‘‘the booklet gives sample 
forms, sample copy for literature to be 
sent out to customers, and so on.” 
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IMPORTANT 


FROM THE MATERIAL CONTAINED 

HEREIN YOUR BANK, WITH A MIN- 

IMUM OF EFFORT, CAN REALIZE A 

SUBSTANTIAL REVENUE TO WHICH 
IT IS JUSTLY ENTITLED. 
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termed an average bank, and even 
less startling than the figures would 
show in a bank with deposits under 
$1,000,000. Moreover, this bank has 
an excellent schedule of service charges 
in effect, which has tended to build up 
or weed out the least desirable type of 
small accounts, on which not even a 
country bank with two employees can 
hope to earn a profit without a charge 
for services. | 

Here, then, are the figures of this 
particular bank: 


Percentage of Percentage of 


Size of accounts in total deposits 

balances number in dollars 
$0.01-$99.99 22 0.75 
$100—-$199.99 18 1.75 
$200—$299.99 15 | Be 
$300—$399.99 10 Bek 
$400-$499.99 5 0.9 
$500—$999.99 15 9.0 
$1,000 and up 15 85.0 


100 100.0 


Two facts about this tabulation are 
outstandingly significant. While 70 
per cent of the accounts in the bank 
have balances below $500, these aggre- 
gate only 6 per cent of total deposits. 
And the remaining 30 per cent of 
accounts in the bank, having balances 
above $500, aggregate 94 per cent of 
total deposits. 

The activity statistics from this 
bank are too voluminous to recount in 
detail. They showed, however, that 
65 per cent of the total activity —like- 
wise labor and stationery consumed — 
originates from this 70 per cent of 
accounts with balances below $500; 
and all this expense comes from only 
6 per cent of the bank’s total deposits. 


HE figures would be more startling 

in many a smaller bank. Not long 
ago I went over the figures for a bank 
under $400,000 in a farming com- 
munity. They showed 94 per cent of 
the bank’s accounts carried balances 
below $100, something like 85 per 
cent below $50. And as I remember it, 
the 94 per cent with balances below 
$100 aggregated 7 per cent of the 
bank’s total deposits and accounted 
for something like 85 per cent of the 
total activity. This bank has two 
active officers and two employees. 
Obviously, by getting rid of all check- 
ing accounts below $100 it could 
operate with one man only, and he 
could either loaf half the time or spend 
a lot of each day in improving the 
contents of his note case. This change 
would reduce the bank’s deposits by 
only $25,000. The moral does not 
require any lengthy sermon. 

However, it must be kept in mind 
that neither the purpose nor the 
result of an adequate schedule of 
service charges is to get rid of small or 
highly active accounts. Rather it is 
intended to—and actually does —con- 
vert the majority of these undesirable 
accounts into desirable accounts. In 


many instances the customer promptly 
builds up his balance to avoid having 
to pay a monthly charge. In practi- 
cally every other instance he cheer- 
fully pays the fair charge that you 
demand for the service you give—a 
brief explanation is usually enough to 
show him the justice of paying a price 
commensurate with the expense that 
his account puts you to. Admittedly, 
the installation or stepping up of a 
service charge will close a few very 
small and undesirable accounts, but 
the total of deposits lost thereby will 
be more than made up by the increases 
in those accounts which are built up in 
the customers’ endeavor to keep their 
charges down. 

A similar study in your own institu- 





Revenue from Service 
Charges 


Some idea of the revenue to be realized 
from service charges may be obtained 
from the following excerpts from letters 
received by the Missouri Bankers Associ- 
ation Committee: 


AN IOWA BANK 


—with total deposits, time and checking, 
of $1,791,000: ‘‘The approximate total 
revenue from our service charges is 
$25,000 per year. We believe that our 
system of service charges meets with the 
almost universal approval of our cus- 
tomers, and that it has tended to inspire 
confidence.”’ 


A MISSOURI BANK 


‘Our schedule was put into effect 
May 25, 1933. It is working out very 
satisfactorily and was much easier 
than anticipated. ‘The note charge of 
$1.00 is working out and is one of the 
easiest to collect. The first month we 
have collected $254.64 from the new 
schedule.’’ 


AN ILLINOIS BANK 
—with total deposits of $825,000: ‘‘The 
approximate total revenue collected by 
this bank annually from service charges 
is $12,000. At the time we installed 
charges we had about 1,200 accounts, 
and there were about 100 of them that 
withdrew or consolidated with other 
accounts. These totaled about $3,000.’’ 


AN ARKANSAS BANK 


‘‘When the bank holiday terminated 
we reopened with the adoption of the 
major portion of your metered plan by 
simply sending out a circular letter to 
all of our customers. From March 20th 


to June 30th, 34% months, our revenue 
from these charges amounted to $1,055, 
which, you will note, is at the rate of 
$3,798 per year.”’ 
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tion will disclose your own figures not 


far off. Probably they will fall some- 


where between the two extremes. The 
amazing fact is that in any bank the 


bulk of its deposits (in dollars) is in a © 4 


very small percentage of its accounts 
(in number). And the relationship 
between number of accounts and 
activity is very close. If you study 
10 per cent of your accounts in this 
fashion for thirty days, it will be 
neither a great deal of trouble nor an 
excessive expense. You can safely use 
this 10 per cent as typical of all your 
accounts. 


"THE startling figures revealed by the 


study will convince any banker that 4 


he must have an adequate schedule of 
service charges. Notice the constant 
emphasis on the word “adequate.” 
There is simply no sense in installing 
an incomplete schedule of charges for 
services. It is just as easy to install a 
complete, all-inclusive, adequate sched- 
ule. 
a schedule 


working for you, you 


increase your revenues by adequate 


percentages, not by small change. 
The emphasis on the value of a 
statistical study arises from this, that 
until a banker recognizes how very 
large a percentage of his accounts (in 
number) are being supported by the 
very small percentage of his accounts 
which constitute the bulk of his 
deposits (in dollars) he may feel that a 
very small monthly income from 
service charges is entirely satisfactory. 
When, on the other hand, he gets an 
inkling of how large a percentage of 
net profit his large accounts are yield- 
ing as a class, he will be indeed reluc- 
tant to establish a schedule of charges 
so low that it yields only a small 


fraction of this profit percentage on the | 


bulk of his accounts (in number). 
From my experience I doubt whether 
one bank in one hundred has an ade- 
quate set of charges in effect, since a 
large majority of all the service charge 
schedules in effect are incomplete, 
partial, or obsolete. I have already 
given my ideas about what consti- 
tutes good service charge practice. 
(Burroughs Clearing House, 4-33). 
But with the adoption of the bank- 
ing code of the N R A, the time 
is ripe for a comprehensive job of 
building up adequate schedules of 
service charges in all communities. 
By adequate I mean service charges 
which really stop all leaks of every 
nature and which yield worthwhile 
revenue —a good rule-of-thumb meas- 
ure of adequacy is at the very least 
1 per cent per annum on total deposits, 
both checking or time, in a bank under 
say $5,000,000. The average banker 
who tells me that he has a schedule of 
charges for services has only a small 
fraction of one. He is usually getting 
not over one-tenth of 1 per cent —and 


(Continued on page 26) 


And when you have this kind of | 
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Renewing and S elling 


An interview with 
W. F. FINLEY 


Vice-president, Real Estate Loan Department, 
The Cleveland Trust Company, Cleveland, Ohio 


by FRED B. BARTON 


HERE are two ways of meeting 

the problem of the repossessed 

home. One is to regard it as a 
tragedy and to make no effort to 
remove the traces of former ownership, 
but to sell it as cheaply and as quickly 
as possible. 

The other is to regard it as an 
opportunity to stabilize values, not 
only of properties the bank owns or 
controls, but adjacent properties as 
well, with a wholesome effect on realty 
throughout the community. 

The Cleveland Trust Company does 
the second thing. Their system is a bit 
revolutionary; they don’t seek to make 
an immediate profit. And they never 
hesitate to spend money on a house 
before selling it, no matter what the 
property stands them. 

It should be made clear at the outset 
that although the Cleveland Trust 
Company has been for years the largest 
lender on home real estate in Ohio, its 
conservative policies and appraisals 
have resulted in a surprisingly small 
number of repossessions. The average 
loan is about $3,100. 

In this way the bank avoids “‘over- 
loading” a real estate borrower beyond 
the capacity to pay in times of stress. 
And if through no fault of his own, an 
emergency such as the depression 
should make it impossible for him to 
meet his obligations, the bank takes 
into consideration his record of pay- 
ment. It offers leniency where de- 
served. Drastic action is a very last 
resort. 

W. F. Finley, vice-president in 
charge of real estate loans, justifies his 
bank’s program of handling repossessed 
property in five different ways. ‘First 
of all, it now takes several months to 
get possession of a property if we must 


The Cleveland Trust Company finds 
it pays to fix up distressed houses 
before offering them for re-sale 


start foreclosure proceedings,” says he. 
During this time, the owner pays no 
taxes or interest, and he naturally 
makes no effort to keep up the prop- 
erty. By the time we take possession, 
the house is in disrepair, inside and out. 
Our own selfish interest advises us to 
fix it up so we can sell it. 

“Second, if we didn’t fix up this 
distressed property, it would continue 
to have a depressing effect on sur- 
rounding property values. Maybe we 
have a mortgage loan on some other 
house on that street. At least we are 
interested in maintaining the value of 
all homes in our city. 

“Third, we find that if we fix a house 
up before a man buys it, he is apt to 
keep it that way. 

“Fourth, the average person buying 
a home that is run down can’t visualize 
how it will look when improved. 
Failing to make a few necessary 
improvements might close the door to 
a profitable sale. 

“Fifth, and finally, we fix up our 
houses because we want them fixed 
right. It isn’t a matter of giving them 
a quick daub of paint so they will look 
salable for three or six months. Most 
likely we will have to finance that sale 
and to live with this house for some 
years to come. We want any improve- 
ments to be permanent, so they won’t 
have to be done over again right away. 
We know we can fix up the property 
better for less money than can the 
average buyer. 

“Fixing up a home costs the bank 
money. Our experience has shown us 
that it is money well spent. It helps 
to get the property into the hands of 
families that will take an interest in it 
and take care of it and continue the 
payments. 

“Due largely to this procedure, in 
the exceptionally bad year of 1932 our 
real estate department sold about half 
the property acquired at a loss of less 
than 4 per cent,” says Mr. Finley. 


“This year we will do much better. 
Compare this record with the shrink- 
age in the investment field. 

“The Cleveland Trust Company’s 
procedure is, roughly, this: 

‘*When the mortgagor becomes delin- 
quent in his payments, our appraisers 
make a careful inspection of the 
premises and report in detail what 
needs to be done and the approximate 
cost. The home owner is called in and 
urged to repair the building and clean 
up the yard, the bank often increasing 
its loan by an amount sufficient to 
purchase the needed material. Many 
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times the home owner is urged to move 
into cheaper quarters and rent his 
house, thus enabling him to save his 
home. If foreclosure must follow, 
during the court action the appraisers 





2 


EPOSSESSED HOMES 






—~ 


% 


me * 
| 
BY 
* 





fre 
the 
du: 
obi 
me 
be 

clo 
det 
an 
bic 
are 
ent 
tee 
thi 
hoi 
hor 
the 
des 
th: 
ho 
sul 


to 


“prs 














HS§ 


CLEARING HOUSE 


» frequently inspect the property to see 


© during the interim. 
™ obtained, our 
+ ment recommends what repairs should 
| be made, and if approved by the fore- 


9, 


that as little damage as possible is done 
If possession is 
maintenance depart- 


» closure committee and the appraisers, 


stter. 
rink- 


any’s 


lelin- | 
1isers 
the 
what 
mate 
1 and 
clean 
asing | 
it to 
Viany 








) move 
nt his 
ve his 
follow, 
raisers 








detailed specifications are prepared 
and the work is let out on competitive 
bidding. Bids from contractors who 
are also mortgagors are given prefer- 
ential consideration. To aid the commit- 
tee, photographs are taken —usually 
three. One is a head-on view of the 
house. Another shows the neighbor- 
hood on the right, and the other shows 
the neighborhood on the left. It is 
desired to put this home in such shape 
that it is in keeping with the neighbor- 
hood and is just a little better than 
surrounding property.” 

The problem is, of course, how much 
to put into a house in the way of 


o « 


AFTER RENEWING—A decided transfor- 
mation is shown. Exterior and interior 
were repaired. Shingles were substituted 
for weather-worn stucco, numerous repairs 
were made, paint applied generously, the 
yard cleared, and shrubbery planted. Asa 
result the home has been made desirable to 
new owners who will be more inclined to 
carry through their contract than if the 
house had been sold in its former run- 
down condition 


improvements. 
| Mr. Finley. ‘“‘Depends on the neighbor- 
hood. On the condition of the property. 


“It all depends,” says 


On the appraised value. And on 
Whether we’re going to sell or rent.” 

The bank tries to put the house into 
as salable or rentable shape as pos- 
sible. It tries to make the home so 
attractive that a man’s wife can find 
nothing to criticize, so clean and 
charming that she instinctively pic- 


tures herself living in that kitchen; 
relaxing in that living room. 

What the bank most generally does, 
externally, is to replace broken steps, fix 
the tinning, touch up defective masonry, 


paint, or sometimes shingle the sides, ° 


and quite frequently landscape the 
yard; all important changes, to be sure, 
but none requiring major surgery. But 
inside they do a lot. Scrape and 
refinish all floors, if scratched and 
marred. Refinish woodwork. Repaper. 
Put new fixtures in the bathroom, if 
necessary. Give the kitchen a new 
sink; maybe a new stove. Test the 
wiring. Test the drains. Put in new 
window shades. Replace defective 
lamp bulbs. Put in some new linoleum 
in the kitchen and back hall. 

‘“‘We try to look at a house as if we 
and our families were going to live 
there ourselves,” says one of Mr. 
Finley’s assistants. ‘‘We want these 
homes to be fresh and clean and 
livable.” 


AtMost always a house calls for 

something. Once they took over a 
house which, at first glance, seemed 
perfect. They decided to advertise 
open house the following Sunday and 
sell it “‘as is.” But at the last minute 
some one happened to see the house 


in bright daylight, and it looked faded. 
Rain had streaked in some of the 
windows. The posts of the front 
porch were dusty and dirty. They 
called off the sale, spent $200 in paint 
and repairs, and then sold the house 
promptly and at a profit. 

Of course, not always is there a 
profit. One house cost the bank 
$4,065.13 at the time of the sheriff’s 
sale. To put it in first-class shape cost 
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only $350.09, making a total cost of 
$4,415.22. It was sold, however, at 
$4,400, showing a loss of $15.22. 
Another house cost $7,881.49 including 
mortgage and delinquent taxes and 
court costs and interest in arrears. It 
was in excellent shape, yet $376.26 
was spent, including $255.84 for 
interior decorating. Thus refinished, 
the house represented an investment 
of $8,257.75. It was sold at a flat 
price of $8,200 —showing the bank a 
direct loss of $57.75. 

A third house likewise was sold at a 
flat price —$5,400 —which was $15.41 
less than it cost when repaired. Yet 
the repairs were not skimped, nor were 
they regretted. 

Of course, sometimes the other story 
is likewise true. One house called for 
extensive overhauling, to the extent of 
$643.46, which brought the total cost 
of the property to $5,817.95. But it 
could be sold for $6,300, which showed 
the bank a profit of $482.05. 

The selling price is determined by 
appraisal, and by sizing up the value of 
surrounding property on that street. 
Obviously, it would be folly to put 
three or four baths and air-conditioned 
bedrooms in a house to sell for $7,000. 
Always the amount of repair work 
must be reasonable and of such a 
nature as the new tenants could afford 
were they themselves putting them in. 
But a new kitchen sink, a new furnace 
if one is needed, brighter wall paper 
and plenty of new paint, always are 
worthwhile in making a house look 
like a home. In selecting the type of 
equipment to be used—a new hot- 
water tank, for example —the bank is 
guided by experience and common 
sense, always seeking to get something 
durable and substantial and usable, 
but never luxurious. 

A card, 4 x 6 inches, tells the com- 
plete story of a house: the location, 
cost to the bank (in code), selling price, 
number of rooms downstairs and hard- 
wood floors (if any), bedrooms and 
what kind of floors, number of baths 
and whether tiled or not, type of 
heating equipment, and so on. The 
real estate department staples a picture 
of the house to this card. 


SOME sales are made right in the 

bank, and the real estate department 
keeps two salesmen in the field. In 
1922 the Cleveland Trust Company 
tried having a large force of salesmen, 
but experience showed it was better to 
work through real estate brokers and 
throw trade their way. So most of the 
bank’s real estate ads, which are 
usually in the classified pages, say 
“Prices are going up—better buy 
now — see us or your own real 
estate broker.”” The bank pays the 
broker’s 4 per cent commission, and 
gladly. 

The ads are signed by the City & 
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Suburban Co. which handles 
bank’s “other real estate.” 

Sometimes the bank turns a house 
over to a broker for a Sunday and lets 
him advertise it and keep open house 
there. Often one satisfied sale leads 
to another buyer, which is a further 
reason for fixing up each house so that 
it not only is salable, but, so that it 
will stay sold. 

What type of people are buying 
repossessed homes? The Cleveland 
Trust Company finds these classifica- 
tions. 

There are the families that owned 
big houses before and now must step 
down to smaller houses. Having once 
been home owners they are not the 
type to be permanently satisfied with 
apartment living. Then there are the 
families that have doubled up during 


the 

















the recent pinch and with conditions 
and employment picking up are again 
ready to branch out on their own. 
Then there are the young people who 
are just getting started and who are 
ambitious to find a home within their 
means and to build their dreams 
around it. 

As a precautionary measure, the 
bank obtains a credit report on every 
prospective buyer. This tells a man’s 
place of employment, his © paying 
habits, whether he is delinquent and 
where and how much, any domestic 
troubles that may be critical, and all 
similar information that bears on his 
reliability in carrying out a contract 
to buy a house. This report reduces 
the bank’s risk of tying up with a 
dead beat. If only one or two doubtful 
buyers are eliminated each year, the 
bank feels that the cost of these credit 
reports is a wise investment. 

How are new purchases financed? 

If a prospect can make a sizable 
payment (the average down payment 
has been about 40 per cent), the bank 
takes aland contract, payable at therate 
of 1 per cent each month. Each owner 
must carry fire insurance, which is nom- 
inal, costing only about $1 a month. 





In some cases where the credit 
record is good but cash is low, the 
bank gives a lease with option to buy 
after one year. By that time the lessee 
will have paid in enough so they can 
start him on a land contract. 


‘THE Cleveland Trust tries to play fair 

with its real estate customers, in the 
knowledge that it pays todo so. They 
prefer large numbers of small borrowers. 
People are grateful for what they 
consider generous treatment. For 
example, a hard-working couple bought 
an inexpensive house on a land con- 
tract, having little ready cash. The 
house called for some further repairs, 
and they promised to make these 
improvements themselves — which they 
did. They kept the house looking fine. 
They were prompt with every payment. 


This house looks almost 
salable ‘‘as is,’’ yet the 
bank spent $443.85 fixing 
it up. Thus improved, 
the house was sold at a 
$15.41 loss, but the im- 
portant thing was, it was 
sold to people who will 
appreciate it and will 
hold it 
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So one day the real estate depart- 
ment looked up this man’s account, 
which only took five minutes, and 
found he now had sufficient equity in 
the house so they could give him a deed 
and cancel his land contract. They 
wrote him to call. He was given a 
deed which is always a prized posses- 
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sion. The owner was delighted. His 
second baby had just come, and as he # 
was in need of ready cash an adjust- 
ment was made in his monthly pay. 
ments. 


€ 


ing in his behalf so voluntarily and | 


ees 


was very happy. 


Who can tell how much business af” 
satisfied customer like that can send) > 


to the bank? 

This sort of story is possible where 
those concerned are 
creating home-owning citizens rather 


than merely selling real estate. Every 7 


home owner who keeps his homef 
represents future commercial 


ability, future customers for grocery 


stores and merchants and garages,” 


When selling homes it pays a bank 
to be farsighted. ‘““We are bank- 
ers, not real estate men,” says Mr. 
Finley. 


HE bank does all it can to avoid 

foreclosure suits. It is working with © 
the Home Owners’ Loan Corporation 
to save people’s homes. It hopes the 
day will soon pass when it is necessary | 
to foreclose, because this sort of thing 
lowers surrounding real estate values 
and depresses everybody. 

But, because banks everywhere own 
repossessed property which it is neces- 
sary to thaw out and liquidate, there 
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will still be occasions to borrow an 
idea or two in making sales. The 
Cleveland Trust’s method is to start 
each new home buyer off with new 
hopes and new paint and new atmos 
phere, and not to leave a hangover of 
gloom from the former unfortunate 
owner. 
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The 
Bankinc Cope 


(Effective October 16, 1933) 


se effectuate the policy of Title I of 
the National Industrial Recovery 
Act during the period of emergency, 
the following provisions are established 
as a Code of Fair Competition for 
Banks: 





ARTICLE I—DEFINITIONS 


The term ‘“‘bank”’ as used herein shall 
include all national banks, State banks, 
savings banks (except mutual savings 
banks), trust companies, and private 
bankers accepting deposits, in the United 
States proper. 

The terms “employee” or “banking 
employee” as used herein shall mean any 
person employed by a bank in any capacity 
in connection with its banking functions 
and operations. 

The term ‘“‘United States proper” as used 
herein shall mean the forty-eight (48) 
States of the United States and the District 
of Columbia. 

The term “‘Administrator” as used herein 
shall mean the National Recovery Ad- 
ministrator. 

Population for the purposes of this code 
shall be determined by reference to the 
1930 Federal Census. 


ARTICLE II—EFFECTIVE DATE 


The effective date of this Code, except 
as specifically provided for hereinafter, shall 
be the second Monday after its approval 
by the President of the United States. 


ARTICLE III—GENERAL LABOR 
PROVISIONS 


_ Employers shall comply with the follow- 
ing provisions of Section 7 (a) of Title I of 
the National Industrial Recovery Act: 

(1) Employees shall have the right to 
organize and bargain collectively through 
representatives of their own choosing and 
shall be free from the interference, restraint, 
or coercion of employers of labor, or their 
agents, in the designation of such repre- 
sentatives or in self-organization or in other 


concerted activities for the purpose of 
collective bargaining or other mutual aid or 
protection. 

(2) No employee and no one seeking 
employment shall be required as a condi- 
tion of employment to join any company 
union or to refrain from joining, organizing, 
or assisting a labor organization of his own 
choosing. 

(3) Employers shall comply with the 
maximum hours of labor, minimum rates of 
pay, and other conditions of employment, 
approved or prescribed by the President. 


ARTICLE [V—CuiILp LABOR 


On and after the effective date of this 
Code no person under sixteen (16) years of 
age shall be employed by any bank; 
provided, however, that where a State law 
prescribes a higher minimum age no person 
below the age specified by such State law 
shall be em sepea within such State. 


ARTICLE V—Hours oF EMPLOYMENT 


(1) On and after the effective date of 
this Code no banking employee shall work 
or be permitted to work more than forty 
(40) hours per week averaged over a period 
of thirteen (13) consecutive weeks. 

(2) The maximum hours of employment 
prescribed in the foregoing paragraph shall 
be subject to the following exceptions: 

(a) In districts or sections of the country 
where the seasonal nature of commerce, 
agriculture, or industry making necessary 
the moving of some product within a 
limited period imposes upon banking facili- 
ties an unusual demand, employees of 
banks subject to such peak demand may 
work forty-eight (48) hours per week for a 
period not to exceed sixteen (16) consecu- 
tive weeks in any calendar year. Any such 
increase in hours of employment shall be 
reported monthly to the Banking Code 
Committee provided for in Article VII 
hereinafter. 

(b) All banking employees required to 
perform extra work or observe later hours 
in connection with periodic examination by 
Federal or State banking authorities, over 


Harris & Ewing 


THE CODE COMMITTEE 


From the left, seated—Henry A. Theis, 
Guaranty Trust Co., New York; J. R. Geis, 
Farmers National Bank, Salina, Kansas; 
Ronald Ransom, Fulton National Bank, 
Atlanta, Ga.; Robert V. Fleming, Riggs 
National Bank, Washington, D. C.; Thomas 
B. McAdams, State Planters Bank & Trust 
Co., Richmond, Va. From the left, stand- 
ing—Thomas Paton, Ass’t Gen. Counsel, 
A.B.A.; Benjamin J. Buttenweiser, Kuhn, 
Loeb & Co., New York; Frank W. Sim- 
monds, Deputy Manager, A.B.A.; Harold 
Stonier, Educational Director, A.I.B.; Frank 
Warner, Des Moines, Sec’y Iowa Bankers 
Ass’n; Samuel Shaw, Chemical Bank & 
Trust Co., New York; and A. J. Stillwell, 
Continental Illinois National Bank & Trust 
Co., Chicago. 


° ¢ 


which the bank has no control either as to 
the time of occurrence or as to the duration, 
shall be exempt during such periods from 
the limitations upon hours of employment 
prescribed in the foregoing paragraphs. 

(c) Employees in banking institutions 
employing not more than two (2) persons 
in addition to executive officers, in towns 
of less than 2,500 population, not part of a 
larger trade area, and employees in a 
managerial or executive capacity or in any 
other capacity of distinction or sole respon- 
sibility (regardless of the location of the 
bank), who receive more than thirty-five 
(35) dollars per week, shall be exempt from 
the limitations upon hours of employment 
prescribed in the foregoing paragraphs. 

(d) These provisions for working hours 
shall not apply to night watchmen em- 
ployed to safeguard the assets of the bank, 
who cannot with safety be shifted or 
changed during the night period. 


ARTICLE VI—WAGES 


(1) On and after the effective date of 
this Code no employee in cities of over 
500,000 population, or in the immediate 
trade area of such cities, shall be paid less 
than at the rate of $15 per week; no em- 
ployee in cities between 250,000 and 
500,000 population, or in the immediate 
trade area of such cities, shall be paid less 
than at the rate of $14.50 per week; no 
employee in cities between 2,500 and 
250,000 population, or in the immediate 
trade area of such cities, shall be paid less 
than at the rate of $14 per week. In towns 


of less than 2,500 population the wages of 
all classes of employees shall be increased 
by not less than twenty (20) percent, 
provided that this shall not require an 
increase in wages to more than the rate of 
$12 per week. 


(Continued on page 28) 
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The Banker in the Recovery Parade 


(Continued from page 5) 


will be closed to newcomers so long as 
there exists adequate capacity in 
operation. Some of these opportunities 
are here, others are just around the 
corner. When they appear, it seems 
sound banking to take advantage of 
them in any institution which has 
sufficient surplus funds above the 
normal commercial requirements of 
its community. Certainly most sound 
banks are in this position today. 

Other methods of giving constructive 
aid to the national recovery program 
continually occur and will again occur. 
For instance, there is the typical situ- 
ation with which the trouble depart- 
ment of every good-sized bank has 
been concerned for months. A business 
has a good position in its field, has 
every reason to make money —except 
that it was over-financed during the 
new era years, or extended its plant in 
the optimistic certainty that because 
people wanted their gadgets in huge 
quantities during 1929 they would 
always have money to buy them in 
equal or larger quantities. Such a 
business has a lot of money tied up — 
more than it can possibly pay a 
return on. Every big-city bank has 
had its finger in several such enter- 
prises, and has had the essential task 
of so reorganizing the capital structure 
of the business that it can once more 
move forward after the bondholders 
and stockholders have taken their 
losses. A work-out of this nature is part 
of the banker’s duty in the recovery 
program, not only for the national 
good but also because only thus can 
he retain a profitable customer. 


I COULD tell in detail of instances 

where we have participated, or have 
seen other banks participate, in finding 
a solvent purchaser for a local industry 
which could be restored to productivity 
in no other practicable way. It would 
be possible to fill several pages with 
descriptions of successful handling of 
border-line cases. There have been a 
few cases in our experience and 
observation where it was necessary to 
take the drastic step of saying, ““The 
only way we can go along with this 
company is to place its management in 
new hands which can make a success 
of it.” And where this has been done 
as a last resort, the results have 
generally been satisfactory both to the 
banks and to the owners. 

It is undeniable that business has 
reached the point of revival where it is 
possible to size up an individual or a 
company and decide whether it is going 
to come through to a resumed success, 
or whether it will never come back. 


| Though there may be rare exceptions, 
| it seems a safe generality that the ones 


which have shown definite evidence of 
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comeback will again make good, and 4 


that the ones still in the depths will 
never come back. The banker who 
sizes up his customers by this standard 
and governs his loaning accordingly is 
likely to find that in the long run he 
has not only helped the national 
recovery program in constructive fash- 
ion but also that he turned some 
excellent strokes of business for his 
institution. My guess is that ninety- 
odd per cent of the folks who can show 
substantial and reasonably steady 
improvement for eight or ten months 
now will before long be excellent cus- 
tomers and excellent credit risks. 


‘THE one legitimate major difference 


existing between banks and Wash- | 


ington today is, it seems to me, that due 
to conflicting policies emanating from 
different government sources. The 
R. F. C., the N R A. the Federal 
Reserve Board are all urging a liberal- 
ization of commercial credit which to 
my mind is admirable if it is not 
carried past the bounds of sound 
banking judgment. At the same time, 
so bankers from all parts of the 
country tell me, national bank exam- 
iners are bearing down harder than ever 
before on the contents of the note 
case. At recent gatherings of bankers 
I have listened to repetitions of the 
story —that the last examination was 
the hardest ever undergone, that loans 
which six months ago were put in the 
first column and which have since been 
steadily reduced are now being classi- 
fied as either doubtful or bad. 

Right at this point seems the need 
for a co-ordination of the various 
major governmental organizations 
which have to do with banking. After 
all, the national banks must take their 


orders from the comptroller, for he is ° 


their supreme authority. I have no 
quarrel with the bank examiners. I am 
merely pointing out that the banker 


who bases his loaning on the unmis- | 


takable recommendations of the other 
governmental organizations may find 


himself censured for so doing when the | 
national bank examiners come around. | 
But this, I feel sure, is only a temporary | 
So many problems have | 
had to be solved in Washington that it | 


condition. 


would indeed be strange if all of the 
wrinkles had been ironed out as fast 
as they arose. 

There are other ways in which the 
banks can help the recovery program. 
The greatest is in upholding the hands 
of government finance. We must all, 
as part of our share, take such govern- 
ment bonds as properly belong in our 
portfolios. We may well recommend 
governments to those among our cus- 
tomers who could and should hold some 
among their investments. For the 
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CLEARING HOUSE 


success of the whole recovery program 
is based upon the maintenance of 
government credit at a high level. 

It seems a fair guess that with the 
start that business now has toward 
genuine recovery, the facilities and the 
funds of the nation’s banks will be 
sufficient to meet the legitimate loan 
applications. And it seems an equally 
fair guess that when we have once 
more regained a level of prosperity 
satisfactory to all, most banks will be 
able to say what we are confident we 
shall be entitled to say: 

‘‘We have never turned down a loan 
application on which, by any legitimate 
set of tests, the applicant was entitled 
to the money.” 


How Can Banks Hold 
Uninsured Balances 


(Continued from page 6) 


deposits by keeping not more than 
$2,500 in any one bank. To hold the 
excess sums above $2,500 —the funds, 
incidentally, on which most of its 
profits are earned —a bank must have 
its larger depositors convinced that all 
money deposited with it is absolutely 
safe. And if $2,500 is too small an 
amount for a corporation account, by 
July 1, 1934, the amount fully covered 
will be $10,000 —and by then the time 
may arrive for most big accounts 
to consider the insurance factor. 
Unless it guards against this, a bank 
may find that its typical big depositor 
will check down his balance to the 
guaranteed minimum on next Decem- 
ber 30th or on June 30th and distribute 
his balances. 


ALREADY a number of banks have 

begun to prepare for this day by 
equipping their customers with really 
clear, complete, easily-understood 
statements of condition. Thus they 
can, as they see it, build confidence 
among all of their depositors and 
answer the doubts of the sophisticated 
depositor who knows that everything 
listed as assets may not be available 
for his pro-rata protection. 

An example of the currently in- 
creased frankness of the far-visioned 
banker is the statement of the Harris 
Trust and Savings Bank of Chicago. 
At the end of June it issued a state- 
ment materially fuller than the con- 
ventional sort. On August 31st it 
issued an interim statement which is 
still more complete. 

Almost two years ago there began 
appearing on Harris Trust statements 
immediately after each bond item — 
United States Government Securities, 
State and Municipal Securities, Other 
Bonds and Securities—an asterisk 


| which referred to a footnote below. 


The footnote reads, “Note: Market 












Twenty-three 


\N 1 FF? 





—this California-wide servicer 


Bank of America routing is swift 
because it is direct—to 243 Cali- 
fornia communities in which the 
410 branches of this statewide 


bank are located. 


Correspondents enjoy an appre- 
ciable reduction in float which on 
total volume makes this truly re- 
sponsive and responsible service 
very much worthwhile from a 


dollars-and-cents standpoint. 


BANK of AMERICA 


NATIONAL TRUST. & SAVINGS ASSOCIATION 


CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings 
Association, a National Bank, and Bank 
of America, a California State Bank, are 
identical in ownership and management 
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ministration, 
you've seen 
many changes. 
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different. 

Management is meeting these 
changed conditions with new tools. 
Among these tools are printed forms 
—they make it possible to get things 
done promptly, profitably. In your 
own business, if printed forms are ex- 
actly the same as they were six months 
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value of securities on (date of state- 
ment) was in excess of these figures.” 
This answered what has during all this 
time been a prime doubt in the mind of 
the depositor, the actual value of the 
assets carried on the balance sheet. 

The Harris Trust statement of 
June 30, 1933, went into more detail. 
In addition to the usual entries of 
securities, 
the item “United States Government, 
State and Municipal Securities depos- 
ited as security for United States 
Government and Postal Savings 
Deposits $7,937,140.91.”"> And under 
Liabilities the deposits were separated 
to show “United States Government 
and Postal Savings Deposits Secured 
as above $7,690,569.58.” 

The interim statement of August 31, 
1933, almost started where the previous 
statement had stopped. On the Re- 
sources side appeared three items: 


“United States Government, State and 
Municipal Securities deposited as security 
for United States Government Postal Sav- 
ings and Trust Department Deposits, 
$13,736,474.05. 

“Tllinois State and Municipal Securities 


under Trust Act, $500,000.00. 
_ “Employees savings and benefit funds 
investments, per contra, $1,470,502.79.” 

And on the Liabilities side appeared 
these two items: 

“Employees savings and benefit funds, 
per contra, $1,470,502.79. 

“United States Government, Postal Sav- 
ings and Trust Department Deposits 
secured as above, $13,268,423.17.” 

It will be noted that the Harris 
Trust, 
securing the “funds received or held in 


ment or distribution” 


deposits are required by law to do, 
and that the securities pledged for this 
purpose are included in the total of 
securities pledged as collateral for the 
secured deposits shown on the state- 
ment. It has not been the custom for 
the statements of national banks to 
show pledged bonds as a separate item. 

Harris Trust and Savings Bank 
officers are enthusiastic over the new 
policy as to statements. They report 
that the detailed statements have 
brought many compliments, more par- 
ticularly from large customers, both 
individuals and corporation treasurers. 
Likewise assurances that with such 
complete information available, bal- 





ances will continue next year at least 
as large as before. 

Other banks are working in the 
same direction. For instance, the 
Mercantile-Commerce Bank and Trust 
Company of St. Louis has recently 
begun showing in its statement: 


“United States Government Securities, 
including those owned by Mercantile- 
| Commerce Company (Pledged), $6,677,- 
865.29; (Unpledged), $36, O18. 557.04. 

“Other bonds and securities, including 


it carried under Resources © 
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those owned by Mercantile-Commerce 
Company (Pledged), $1,850,786.69; (Un- 
pledged), $11,793,882.99.” 

And on the liability side deposits 
are segregated as ““Deposits, Secured — 
Public Funds—Other Deposits, De- 
mand —Other Deposits, Time.” 


The National Bank of Detroit lists 
separately among its liabilities: 

“Public Deposits Secured by pledge of 
United States Government Bonds: Treas- 
urer—State of Michigan, $1,277,998.04; 
United States Government, $3,808,245.12; 
Other Public Funds, $172,723.81.” 





And The Pennsylvania Company of 
Philadelphia has listed on the resource 
side an item exceeding $7,000,000 as a 
reserve fund for the protection of cash 
balances in trust accounts. 

Bankers which have tried it are 
unanimous in recommending that the 
banker whose institution is sound will 
gain most by putting out a frank, full 
statement just as soon as possible — 
before the practice becomes so general 
that it is no longer noteworthy as a 
means of directing attention to the 
bank’s strong condition. 


Do Customers Want De- 
posit Insurance 


(Continued from page 8) 


present, that has placed safety for 
depositors first, is winning the vote of 
the average American family. It is 
aiding this unit of society to regain its 
normal standard of living. 

Agriculture takes a _ disinterested 
view with the exception of a minority, 
who far-sightedly feel “‘that after the 
guaranty has been in effect for some 
time, confidence will return and farm 
loans may regain popularity.” 

For the banker trying to reach a 
decision as to the merits of accepting 
the administration’s offer to aid in 
making banks safe for depositors, 
perhaps a questionnaire similar to that 
suggested herein will bring many 
thoughts worth considering. Un- 
doubtedly the study will take the 
discussion away from costs, tempo- 
rarily at least, and offer some idea of 
what may soon be accomplished in 
restoring the protection now demanded 
by those who make banking possible. 

Public opinion is rounding out 
rapidly on this subject. A card has 
Just come in the mail, which apologizes: 


“Please change my answer in your late 
survey to read: UNCONDITIONAL 
FAVOR OF GUARANTY. You see, 
when I got your letter I hadn’t thought 
much about it. After I answered, our 
Married Couples Club got to discussing 
the guaranty and finally we all decided 
that, although we don’t think we need the 
guaranty in our local bank, we do believe 
that many, many banks should have it. 
We got to talking about what a great 
banking system all our states would have 
when all were uniformly guaranteed and 
Closely supervised. We got all hipped up 
about how much better this the make 
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conditions! It should be the beginning of a 
new era for our whole people. The club 
wants to thank you for starting the discus- 
sion, and be sure to put me down YES.” 


And that’s the view that should 
reach the banker, regardless of his 
location. At times, it is necessary to 
think a bit beyond present cost and 
present local need. At times, vision of 
future gain through increased deposits 
and the necessity of national uni- 
formity is of much greater value and 
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duration than the daily interest col- 
umn now. After all, it has been like 


pulling teeth for the banking fraternity 
to adopt new set-ups since banking 7 


began its magic growth in the states. 


Are we considering the guaranty of 7 


deposits to find its advantages for us 


as a minute unit of a great banking | 


system? Or shall we take a wider 
fling and fall in line with what is best 
for America? 


Service Charges Under the NRA 


(Continued from page 16) 


because it is just so much more thati 
he was previously getting, he thinks 
he has an adequate plan. Actually he 
has only a bare start. And after he has 
tested and analyzed 10 per cent of his 
accounts he sees this for himself. 

This method is the best method 
ready at hand. We have been recom- 
mending it to our bank’s correspondent 
banks. And as chairman of the 
Missouri Bankers Association Com- 
mittee on Service Charges I have 
recently prepared a booklet outlining 
a complete, comprehensive, uniform 
plan of metered charges. 

The method outlined in this booklet 
subdivides the state into thirty districts 
for this work, with a key man in each 
of the one hundred and fourteen 
counties and the four or five key men 
in the district working in close co- 
operation. It is as yet too early to 
predict the degree of success with 
which this recommended uniform plan 
will meet. But it is certainly meeting 
with most favorable comment. 

In the average bank, no matter how 
careful and energetic its officers may 
be, net earnings without service charges 
are testimony of good management if 
they reach 5 per cent, 4 per cent, or 
even 3 per cent on the capital stock in 
times like these. On the other hand 
the same bank, with a complete, all- 
inclusive plan of reasonable charges 
for its services can earn perhaps an 
additional 8 per cent per annum on its 
stock merely from charges for services. 


A fair schedule of charges for serv- 
ices should bring a bank an addi- 





tional revenue of at least 1 per cent | 


per annum on total deposits, if these 
deposits do not exceed $5,000,000. 


Mind you, this is an all-inclusive | 


plan. I do not mean that such a profit 


percentage can be added by merely | 


adopting a few minor, out-of-date, | 


stop-gap charges. 
inclusive plan is just as easily installed 
as a partial plan. 

The booklet mentioned above, which 


But the all- | 


was mailed out to all members of the / 


Missouri Bankers Association, urged 
upon them much the same things 
brought out in this article. The 


ae Teer, 


booklet supplies the minimum schedule | 


of charges below which not even the 
smallest country bank should go. And 


further to encourage the installation | 


of this complete, adequate plan the 
booklet gives sample forms, sample 
copy for literature to be sent out to 
customers, and so on. 

I believe, you see, whole-heartedly 
in the idea. Mine is not simple faith, 
but faith based on knowledge of 
demonstrated experience over recent 
years, not from one bank but from 
hundreds of banks which had in effect 
during a period of from six months to 
three years the schedule I have 
recommended. 

And remember: With conditions as 
they are, with the code newly adopted 


and everybody awakened to the situ- = 


ation, Now is the time! 


The Farm Credit Administration 


(Continued from page 11) 


other Illinois banks might be put on 
their feet by a similar process. In 
New York State the state banking 
authorities were working with the land 
bank with a view to refinancing farm 
mortgages. 

The agricultural adjustment act also 
made available a fund of $200,000,000 
for so-called land bank commissioner 
loans. The intention was that this 
money should be loaned to farmers in 
large part on second mortgages upon 
real and personal farm property. It 


In writing to advertisers please mention The Burroughs Clearing House 


was supposed that this money would 
go out rapidly but the actual amount 
loaned up to August 31st was only 
$2,186,020. 

Loans to farmers may be made by 
the land bank commissioner through 
the land banks to provide funds for 
refinancing any indebtedness, secured 
or unsecured, to provide working 
capital for farm operations, and to 


provide funds to re-acquire farm prop- |7 
erty foreclosed since July 1, 1931. The | 


amount of the loans, together with all 
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prior indebtedness against the property 
may not exceed three-fourths of the 
appraised value. Loans may be made 
up to $5,000 to any farmer. The rate 
of interest is 5 per cent. 

To meet the demands for refinancing 
of farm mortgages and for land bank 
commissioner loans the land banks 
have increased their force of appraisers 
from 210 to about 1,750. About 
15,600 appraisals are being made 
weekly. In September there were 
about 200,000 applications for loans 
totaling about $750,000,000. Applica- 
tions have been coming in at a rate of 
about 17,500 weekly. 

The intermediate credit banks have 
a total capital of $5,000,000 each, 
aggregating $60,000,000 for the twelve 
banks, all of which was subscribed by 
the government at the time of their 
organization in 1923. The loans and 
discounts of the twelve banks from the 
time of their organization up _ to 
December 31, 1932, including renewals, 
aggregated more than $1,600,000,000, 
the amount then outstanding being a 
little more than $92,000,000. Deben- 
tures totaling about $72,000,000 were 
outstanding at the end of the year. 
Loans and renewals made _ between 
March Ist and August 3lst totaled 
about $97,000,000. 

The function of these banks is to 
provide agricultural credit for periods 
that are “intermediate” between the 
usual maturities of short-time com- 
mercial bank loans and long time farm 
mortgage loans. They extend two 
types of credit. They make loans to 
co-operative marketing associations 
secured by warehouse receipts or 
shipping documents covering staple 
agricultural products or they may 
accept drafts or bills of exchange issued 
or drawn by any such association on 
security similar to that which is 
eligible as collateral for loans to the 
associations. Second, they discount 
for state and national banks, agricul- 
tural credit corporations, and live 
stock loan companies, with their 
endorsement, notes of farmers and 
stockmen whose financial statements 
and collateral security entitled them 
to credit or make loans to such 
institutions secured by paper eligible 
for discount. 

The new production credit ma- 
chinery more than any other branch 
will invade the field of the country 
banker. It provides a type of credit 
for which the farmers have had to rely 
principally upon the banks. 

_ The production credit agencies are 
linked up with the intermediate credit 
banks. The production credit cor- 
porations subscribe to stock in the 
production credit associations which 
qualify as co-operatives eligible to 
borrow from intermediate credit banks. 
The ultimate source of loan funds ot 
the production credit associations thus 
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ANK paper travels fast, 

safely and economically by 

Air Express. New, high- 
speed schedules link New York 
and the West Coast with the loss 
of only one-half of a business day. 
Overnight delivery extends as 
far west as Salt Lake City. 
Service is direct by air over 
leading air routes linking 85 
principal cities—air-and-rail—to 
23,000 other Railway Express 





TIME IS IN YOUR FAVOR 


When You Use Air Express 








Agency points. New low rates 
include pick-up and delivery 
service in leading towns. Dupli- 
cate receipts insure safety every 
step of the way. Call your 
Railway Express Agent for rates 
and the new high-speed schedules. 
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will be the sale of intermediate credit 
bank debentures to the public. 

The first four production credit 
corporations to be organized, those at 
St. Louis, Berkeley, Columbia and 
Baltimore, were given capital of 
$7,500,000 each from the $120,000,000 
revolving fund at the disposal of the 
farm credit administration. The first 
charter granted by the farm credit 
administration to a production credit 
association was to one at Champaign, 
Ill. Itis expected that several hundred 
of these co-operative associations will 
be formed before January Ist. It is 
contemplated that in many cases the 
officers of farm loan associations, which 
operate through the land banks and 
which number nearly 5,000, will act as 
officers. 


"THE production credit corporations 
will subscribe to Class A stock of 
production credit associations and will 
supervise their operation. This stock 
subscription will be about 20 per cent 
of the loans to be made by the associ- 
ation. Each borrower from an associ- 
ation is required to be a member and 
must invest 5 per cent of his loan in 
Class B stock. This stock will share 
earnings ratably, dollar for dollar, 
with the Class A stock but will be 
subject in advance of the Class A 
stock to any losses due to bad debts. 


Ten or more farmers in any locality 
wishing to borrow for production pur- 
poses may form a production credit 
association. The area each may cover 
is not expressly limited in the law and 
will depend on local conditions. 

Loans may be made by the associ- 
ations to farmers for general agricul- 
tural purposes, including the producing 
and harvesting of crops, the breeding, 
raising and fattening of live stock and 
the production of live stock and poultry 
products. Terms and conditions, in- 
cluding rates of interest, will be pre- 
scribed by the production credit cor- 
poration of the district. Most of the 
loans will be for periods of less than 
twelve months and in no event for 
longer than three years. Agricultural 
loans will ordinarily be secured by a 
first mortgage on growing crops and 
other personal property while live 
stock loans will be secured by a first 
mortgage on live stock. 

The production credit associations 
will discount farmers’ notes with the 
intermediate credit banks, the present 
rediscount rate of which is 3 per cent. 
The associations may not charge the 
farmer borrowers more than 3 per cent 
in excess of the intermediate credit 
bank’s rediscount rate. 

The production credit machinery 
has only just commenced to function. 
In the meantime regional credit 
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@ Nearly half the 1600 rooms at the 
William Penn Hotel have now been 
reduced to $3.00 and $3.50. ANEW 
DEAL for everybody! The same ex- 
cellent service, the same luxurious 
appointments, at Pittsburgh’s finest 
hotel. All rooms with bath. Under 
management of Eppley Hotels Co. 


HOTEL 


Witiam Penn 


Also the FORT PITT HOTEL—good 
rooms from $1.50; with bath $2.00 
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corporations which were formed by the 
Reconstruction Finance Corporation 
and the seed and crop production loan 
offices of the Department of Agricul- 
ture, all of which were transferred to 
the jurisdiction of the farm credit 
administration by executive orders, 
have been active. Loans of the 
regional agricultural credit corpora- 
tions between March Ist and August 
31st amounted to about $126,000,000 
while emergency crop production and 
seed loans totaled about $55,000,000. 

The co-operative banks have been 
slowly taking over the marketing 
credits handled by the old farm board. 
The central bank for co-operatives, 
which was established in Washington 
on September 13th with a subscription 
of $50,000,000 initial capital by the 
farm credit administration, announced 
as one of its first credits a loan of 
$100,000 at 4 per cent interest to the 
National Livestock Marketing Associ- 
ation for moving lambs and feeder 
cattle from the range areas of the 
west to the feeding areas of the middle 
west. 

The co-operative bank commissioner 
is the chairman of the central bank 
under the law. John D. Miller of the 
National Co-operative Council is vice- 
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chairman and other officials of co- | 


operatives are on the directorate. 

The twelve regional co-operative 
banks, which will finance local co- 
operatives, will be assisted by the 
central bank which is the only one 
which may sell debentures. By per- 
mitting the central bank to sell deben- 
tures equal to five times its paid-in 
capital and surplus it is made possible 
to set up a system of banks with 
aggregate resources of $360,000,000 
after using $110,000,000 of the remain- 
ing $140,000,000 of the farm board’s 









cel 


$500,000,000 revolving fund. Of the | 


$110,000,000, $50,000,000 goes to the 
central bank and $60,000,000 or $5,- 
000,000 each to the twelve regional 
banks. The farm credit administra- 
tion may later increase the allotments 
for capital. 


Pending the establishment of the | 


co-operative banks there was loaned 
by the farm credit administration from 
the farm board’s revolving fund 
between March Ist and August 3lst 
about $39,000,000. 

Altogether between March Ist and 
August 3lst loans made by banks, 
corporations and offices under the 
farm credit administration totaled 
$342,000,000. 


The Banking Code 


(Continued from page 21) 


(2) It is provided, however, that em- 
ployees without previous banking expe- 
rience or training employed as apprentices 
may be paid during a continuous period of 
not more than six (6) months at the rate of 
eighty (80) percent of the minimum wages 
ae age me in the foregoing paragraph. No 

ank shall include within the category of 
apprentices more than one such employee 
for every twenty (20) employees or fraction 
thereof. 

(3) Employers shall not reduce the 
compensation for employment now in 
excess of the minimum wages provided for 
herein, notwithstanding that the hours 
worked in such employment may be 
hereby reduced. 


ARTICLE VII—ADMINISTRATION 


(1) To effectuate further the policies of 
the National Industrial Recovery Act, a 
Banking Code Committee is hereby set up 
to act as a planning and fair-practice 
agency and to cooperate with the Ad- 
ministrator in the administration and en- 
forcement of this Code. This Committee 
shall consist of fifteen representatives of the 
American Bankers Association, who shall 
be truly representative of the membership 
of the Association, a representative selected 
by fifty-one (51) percent measured by 
total resources of the nonmembers of the 
American Bankers Association, and a 
representative or representatives, without 
vote, appointed by the President of the 
United States. 

(2) The Banking Code Committee may 
from time to time present to the Adminis- 
trator recommendations, based upon condi- 
tions in the banking business, which will 
tend to effectuate the operation of the 
provisions of this Code and the policy of 
the National Industrial Recovery Act. 
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Such recommendations shall, upon approval 
of the Administrator, after such public 
notice and hearing as he may prescribe, 
become operative as part of this Code. 

(3) The Banking Code Committee may, 
subject to the approval of the Adminis- 
trator, require from all banks such reports 
as are necessary to effectuate the purposes 
of this Code, and shall upon its own 
initiative or upon complaint of any person 
affected make investigation as to the 
functioning and observance of any provi- 
sion of the Code and report the results of 
such investigation to the Administrator. 

(4) The Banking Code Committee shall, 
subject to the approval of the Adminis- 
trator, supervise the setting up of Regional 
Committees according to the following 
plans: 


(a) Where banks are now organized 
through State banking associations, city 
clearing-house associations, county groups, 
or otherwise, such organizations a l, with 
the approval of the Banking Code Com- 
mittee, appoint a committee for the purpose 
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of assisting the Administrator and _ the 4 


Banking Code Committee in the adminis- 
tration and enforcement of this Code within 
such local region. 

(b) Banks in regions or districts not now 
organized shall, within thirty (30) days 
after the effective date of this Code, send 
duly qualified representatives to a joint 
meeting called for the purpose of organiz- 
ing under the supervision of the Banking 
Code Committee a Regional Clearing 
House Association or such other committee 
along the lines of procedure set forth in the 
Manual of Organization and Management 
of Regional Clearing House Associations 
compiled by the American Bankers Assocl- 
ation. 

(c) Where such action hereinbefore 
stipulated shall not have been taken within 
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» thirty (30) days after the effective date of 


this Code, the Banking Code Committee 
may set up through the State banking 
association or associations a Regional Com- 


* mittee or Committees. 


(5) The Committees provided for in the 
shall assist the 


' Committee in the administration and en- 
/ forcement of this Code within local areas 
and shall, subject to the approval of the 
’ Administrator and of the Banking Code 
/ Committee, adopt local rules and regula- 
tions governing competitive practices with- 
in local areas. 
(6) The Administrator may from_time 
to time, after consultation with the Bank- 
ing Code Committee, issue such adminis- 
trative interpretations of the various 
provisions of this Code as are necessary to 
) effectuate its purpose within the provisions 
of the National Industrial Recovery Act of 
1933, and such interpretations shall become 
operative as a part of this Code. 


ArtTicLE VIII—Farr TRADE PRACTICES 


To effectuate the purposes of the 
National Industrial Recovery Act all banks 
shall comply with the following rules 
governing fair competition in banking 
practices, which shall become effective 
sixty (60) days after the approval of this 
Code by the President of the United States: 

(1) Hours of banking.—Within cities, 
trade areas, counties, or such other area as 
is covered by the regional clearing house, 
or other organized group, banking institu- 
tions of the same kind or character shall, 
subject to the approval of the Adminis- 
trator, establish uniform maximum hours 
of banking operations, but any bank in 
such a group may observe shorter hours than 
the maximum established. (Banks having 
both commercial and savings accounts 
are to be construed as of the same charac- 
ter.) By hours of banking operations is 
meant the period during which the doors 
of the banking institution are open for the 
purpose of serving the public. It is not 
intended or required that all banks within 
a given area shall maintain uniform banking 
hours, but it is the express intention of this 
dig se that all banking institutions of 

ike kind and character shall maintain 
uniform maximum hours each with the 
other. The uniform hours so adopted shall 
not be less than those in effect in the 
majority of the banks within any given 
district prior to June 1, 1933, and if the 
' hours of any bank are so reduced to con- 
form with the majority, or if any bank 
observes shorter hours than the majority, 
then no such bank shall by reason of this 
fact reduce the number of its employees 
below the number employed at the time 
such reduction in hours is made. 
(2) Interest.—Subject to the rules and 
| Tegulations of the Federal Reserve Board 
with respect to maximum rates of interest 
» to be paid on time and savings deposits and 
the method of calculation thereof, as pre- 
) scribed in the Banking Act of 1933, all 
banks within groups or districts hereinbe- 
fore referred to (except investment banking 
ouses Ss deposits, which houses are 
subject to the Code of Fair Competition for 
Investment Bankers) shall maintain the 
Same maximum rates of interest and the 
same method of calculation thereof upon 
deposits of like character, but this shall not 
| be construed to require any bank to pay 
) such maximum rates if it does not so desire. 
| The Banking Act of 1933 (Section 11-B) 
| provides that no bank which is a member of 
the Federal Reserve System may pay 
| interest on demand deposits; the rules and 
regulations provided by clearing-house 
| associations or other groups shall contain 
a stipulation that no interest is to be paid 
by any bank (except investment ban ing 
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: houses accepting deposits, which houses are 








subject to the Code of Fair Competition for 
Investment Bankers) within such group, 
whether member or nonmember of the 
Federal Reserve System, on demand 
deposits, provided that nothing in these 
rules and regulations shall bein contraven- 
tion of the permissive provisions of Section 
11-B of the Banking Act of 1933. 

(3) Service charges.—Each clearing 
house, county association, county group, or 
State bank association shall, subject to the 
approval of the Administrator, adopt rules 
fixing uniform service charges to be charged 
by banks within such district or group in 
accordance with the practice now in effect 
whereby services rendered by banks shall 
be compensated for either by adequate 
balances carried or by a scale of charges. 
The Federal Reserve Act prohibits member 
banks from making any exchange charge 
for remitting to the Federal Reserve Bank 
of their district for cash items, and since 
the Federal Reserve System provides a par 
clearance plan, exchange charges as such 
shall be left to the determination of each 
individual bank. 

(4) Trust service——Trust departments 
shall be operated in accordance with the 
provisions of the Statement of Principles of 
Trust Institutions, adopted by the Trust 
Division of, and approved by, the Execu- 
tive Council of the American Bankers 
Association on April 6, 1933. A statement 
of these principles is appended as Schedule 
A and made a part of this Code. 


ARTICLE IX—GENERAL PROVISIONS 


(1) Membership in the American 
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Bankers Association shall be open to all 
banks included within the provisions of this 
Code, and said Association shall impose no 
inequitable restrictions upon admission to 
membership therein. 

(2) It is expressly ve that no 
provision of this Code shall be interpreted 
or applied so as to conflict in any way with 
any Federal or State banking her or any 
rule or order which has been or may be 
issued by the Federal Reserve Board, the 
Comptroller of the Currency, or by any 
State banking authority. 

(3) This Code and all the provisions 
thereof are expressly made subject to the 
right of the President, in accordance with 
the provisions of Section 10 (b) of Title I of 
the National Industrial Recovery Act, 
from time to time to cancel or modify any 
order, approval, license, rule, or cate Be i 
issued under Title I of said Act, and 
specifically to the right of the President to 
cancel or modify his approval of this Code 
or any conditions imposed by him upon his 
approval thereof. 

(4) Such other provisions of this Code 
as are not required to be included therein 
by the National Industrial Recovery Act 
may, with the approval of the President, 
be modified or eliminated as changes in the 
circumstances or experience may indicate. 

(5) The provisions of this Code shall 
expire on the expiration date of Title I of 
the Act or on the earliest date prior thereto 
on which the President shall by proclama- 
tion, or the Congress shall by joint resolu- 
tion, declare that the emergency recognized 
by Section I of the National Industrial 
Recovery Act has ended. 











ESTABLISHED 
MARCH 24, 1933 


RESOURCES — $185,000,000 


























The 


NATIONAL BANK 


OF DETROIT 




















= 




















Manufactured 
Only By 





Bank Supplies Since 1914 





Patented 


REQUIRES NO PASTING 


“All Automatic’? EASY SNAP 


Collapsible Storage File Boxes 
and Collapsible Shelf Cabinets 


STRAYER COIN BAG CO., New Brighton, Pa. 


MEMBER 


Used by thousands of Banks 


£ 


us 





WE DO OUR PART 


82 Stock 
Sizes. 





Samples Sent 
on Request. 








LOCK-SEAL 


NIGHT DEPOSITORY BAG 
Requires No Padlock 











In writing to advertisers please mention The Burroughs Clearing House 





Thirty THE BURROUGHS 


Cn tirely from 



















Here is a new elec- 
trically-controlled Burroughs typewriter that 
marks a distinct advance in faster and easier THE MOTOR 
typing. With this machine the motor does all 
the heavy work. The speedy hands of the skilled RETURNS THE 


typist need never leave the keyboard. CARRIAGE 


Banks are thoroughly familiar with the advan- 
tages of the motor-returned carriage on 
Burroughs Bookkeeping Machines. The same 


A mere touch of the “return” key 
causes the motor to return the car- 


advantages are found in Burroughs Electric lage to the cterting position, or to 
an intermediate point. Spacing to 
Carriage Typewriter. the next writing line is automatic. 


Like all Burroughs machines, this new product 
is guaranteed by Burroughs, and backed by the 
same Burroughs service organization that for e 
years has serviced electrically-operated Burroughs 
machines in offices throughout the world. 


THE MOTOR 
Burroughs Electric Carriage Typewriters—as well 
as other Burroughs Typewriters—are on display SHIFTS TO 
at local Burroughs offices. Telephone today for a 
demonstration in your own office—or write for CAPITALS 
descriptive folder. Burroughs Adding Machine 


i ichigan. 
Company, Detroit, Michiga A light depression of the “shift” 


key (normally used to shift the 
platen manually) causes the 
motor to shift the platen instantly 
and firmly to the upper position. 


Manufacturers of ACCOUNTING MACHINES . ADDING 
MACHINES . STATISTICAL MACHINES . TYPEWRITER 
BOOKKEEPING MACHINES . TYPEWRITER BILLING 
MACHINES . CALCULATING MACHINES . CORRECT- 
POSTURE CHAIRS . CASH REGISTERS . TYPEWRITERS 
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There is no new touch to learn 
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CANADIAN NOTES and COMMENT! 





ON BANK INSURANCE-WRITING 


Next to the hallucination that all 
bankers drift down to their duties at 
10 A. M. and depart as the clock strikes 
three, there is in Canada the popular 
delusion that all bank managers have 
a lucrative insurance business on the 
side. It is extraordinary how this 
fallacy sticks in the public mind despite 
the fact that as far as the Canadian 
banks are concerned the writing of 
insurance by officers has been outlawed 
for about ten years. 

The banking commission heard com- 
piaints at many points in Canada from 
insurance organizations that managers 
were writing or influencing the placing 
of insurance. An amendment to the 
Canada Bank Act in 1923 prevents 
banks from acting as agents for any 
insurance company but it is claimed by 
some of the insurance associations that 
the banks have found ways and means 
to evade the amendments. While the 
complaints to the commission were not 
supported by any direct evidence, 
Canadian banks could have strength- 
ened the defense filed with the commis- 
sion by reading into the records some 
of the strongly worded circular in- 
structions sent to branches from head 
offices on the subject of insurance. 

Managers will agree that head 
office circulars are very explicit in 
forbidding officers to write insurance 
or receive commissions for placing 
policies. The fact that the insurance 
organizations, in submitting their brief 
against the banks, could not cite any 
concrete case to prove their contention 
would indicate that the regulations are 
being scrupulously observed. 


UP IN THE ARCTIC CIRCLE 


If the Bank of Montreal should ever 
decide to open a branch at the North 
Pole, no doubt T. W. Tod would get 
the assignment. Mr. Tod who is at 
present manager of the bank’s farthest 
north branch, Churchill, Manitoba’s 
port on the Hudson Bay, has on 
occasions made jaunts into the Cana- 
dian arctic in the interests of the bank. 
An intensely interesting account of one 
of these trips appears in a recent issue 
of the well-edited staff magazine of 
the Bank of Montreal. The journey 
described by this northern banker was 
made in the dead of winter and 4,200 
miles of frozen country were covered. 
The twenty-day trip was made by 
airplane, posts 200 miles inside the 
arctic circle were visited and tempera- 
tures as low as fifty-eight below zero 
were encountered. And yet someone 
has said that a banker’s life is prosaic. 





by G. A. G. 





PULLING THEIR PUNCHES 


Some of the Canadian newspapers, 
in commenting on the briefs laid before 
the Canadian banking commission, 
noted the moderation of the complaints 
made against banks and have suggested 
that when red hot critics of the present 
system appeared before the commis- 
sion, they showed a tendency ‘“‘to pull 
their punches.” The evident bash- 
fulness of these exponents before a 
committee of experts would indicate 
that a lot of the dust kicked up against 
the banks in the last few years has been 
caused by a strong wind. 


WHAT? PANTS-SNATCHING! 


Speaking of insurance, “pants- 
snatching” has got to be quite a 
hazard with bankers down in Quebec. 
For the second time within a year, 
bandits removed the trousers of a bank 
officer in order to foil pursuit. Bankers 
will agree that this is going too far and 
coverage of some kind is certainly 
wanted here. 


THE INVESTMENT BANKERS’ PLEA 


The Investment Bankers Association 
of Canada presented a brief before the 
Canadian banking commission recom- 
mending that the next revision of the 
bank act provide that the chartered 
banks shall not be permitted to deal in 
securities except as agents for their 
customers or for their own investment 
account which would involve the 
elimination of the bond departments 
of the bank. At the same time the 
Investment Bankers Association in 
filing a memorandum with the com- 
mission defending its position in 
connection with borrowing costs says: 
“It is a matter of gratification to 
Canadian investment bankers that it 
has been possible to distribute so many 
new public issues in Canada at a 
time when diminishing confidence in 
other countries was curtailing such 
activities.” Canadian bankers retort 
that it is largely through the co- 
operation and efficiency of bank bond 
departments that Canada has been 
able to absorb such a_ substantial 
volume of financing and suggest that 
the success of many issues depended 
on the aggregate subscriptions re- 
ceived from villages and hamlets 
where the bond salesman has never 
penetrated and the only investment 
facilities provided have been through 
the local branch bank. 





CANADIAN BRANCH STATISTICS ‘ 


The recently issued branch statistics 9 
for July present a cheerful appearance 
for the first time in months. During | 
the month under review two branches | 
were opened and none closed. This js | 
the first net gain reported over a long 
period and the increase may herald the 
end of the deflation in the branch total | 
which has been in progress for the past | 
three years. Canadian chartered banks 
have been steadily weeding out un- 
profitable branches, with high taxes a 
contributory factor in the closing of 
experimental offices. For the first 
seven months of the present year, some 
ninety-five branches have been closed § 
with only eight new offices established, } 
this decline in bank agencies had ¥ 
reduced the branch total in July to @ 
3,688 offices in Canada, twenty-five in 7 
Newfoundland and 134 elsewhere or |) 
about the same number of offices as ’ 
in 1926 and 1927. While the net gain © 
in July is small, it may indicate the 9 
reversal of the downward trend. 
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HOARDERS, PLEASE NOTE! 


While Canada has no anti- hoarding } 
legislation, United States hoarders of | 
gold coin who believe they are in an 
uncomfortable position and plan to 
transfer their hoards to Canada may 
wish they had given their hoards away 
if they happen to get tangled up with 
some of the Canadian laws. In the 


first place United States gold coin 


brings only its face value at Canadian : 
banks. If you have deposited United 
States gold coin and are not satisfied 
with getting face value, it is too late to 
cancel the transaction. Before being 
permitted to take your coin back to 
the United States, it is necessary to 
obtain an export permit from the 
dominion government. If you try to 
take advantage of the prevailing high 
price for gold and melt your United 
States gold coin, you are likely to 
languish in jail for twelve months, 


pay a fine of $250 and have your ‘ 


melted hoard confiscated. While these 
laws appear to have been conveniently 
passed to dovetail into recent United 
States hoarding legislation, such is not 
the case. They have been on the 
books for years. The joker for the 
hoarder, and the reason for the 
Dominion of Canada enacting laws 
applying to United States gold coin, 1s 
that British sovereigns and_hallf- 
sovereigns and United States $20, 
$10, and $5 gold pieces, in addition to 
Canadian gold coin, have been legal 
tender in Canada since 1870 and s0 
are specially mentioned in the statutes. 
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